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of the Department, as well as special 
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cluded concerning treaties and in- 
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United States is or may become a 
party and treaties of general inter- 
national interest. 
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of international relations, are listed 
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UNITED STATES OF AMERICA 


FOREIGN AID AND RECONSTRUCTION 


| Effects on World Economy of Long-Range and Interim Aid Programs 


STATEMENT BY THE SECRETARY OF STATE’ 


The Congress in the coming session will be 
called upon to make decisions which, although less 
spectacular and dramatic, will be no less important 
for the future of our country and the world than 
those of the war years. Your responsibilities as 
members of the Committees directly concerned 
with our foreign relations are accordingly very 
great. 

It appears unnecessary to elaborate for you on 
the somber picture of the world situation. You 
all, I am sure, are fully aware of its gravity and 
the immense responsibility which the course of 
events has placed upon our country. 

The President will lay before the Congress the 
program of his administration for aid to Europe. 
My duty as Secretary of State is to present the 
reasons for this program; the reasons why I pro- 
foundly believe that the vital interest of the United 
States is directly involved. 

In concentrating upon the problem of aid to 
Europe I do not ignore the fact that there are 
other areas of the world beset by economic prob- 
lems of tremendous gravity. But the very magni- 
tude of the world problem as a whole requires a 
careful direction of our assistance to the critical 
areas where it can be most immediately effective. 

The need for our assistance in the European area 
is real and it is urgent. The report of the 16 na- 
tions represented on the Committee of European 
Economic Cooperation sets this forth, I think, in 
a convincing manner. 

As a result of the war, the European community, 
which for centuries had been one of the most pro- 
ductive and indeed creative portions of the inhab- 
ited world, was left prostrate. This area, despite 
its diversity of national cultures and its series of 


internecine conflicts and wars, nonetheless enjoys 


4 common heritage and a common civilization. 
The war ended with the armies of the major 
Allies meeting in the heart of this community. 
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The policies of three of them have been directed 
to the restoration of that European community. 
It is now clear that only one power, the Soviet 
Union, does not, for its own reasons, share this aim. 

We have become involved in two wars which 
have had their origins in the European Continent. 
The free peoples of Europe have fought two wars 
to prevent the forcible domination of their com- 
munity by a single great power. Such domina- 
tion would have inevitably menaced the stability 
and security of the world. To deny today our 
interest in their ability to defend their own her- 
itage would be to disclaim the efforts and sac- 
rifices of two generations of Americans. We wish 
to see this community restored as .one of the 
pillars of world security—in a position to renew 
its contribution to the advancement of mankind 
and to the development of a world order based 
on law and respect for the individual. 

The record of the endeavors of the United 
States Government to bring about a restoration 
of the whole of that European community is clear 
for all who wish to see. We must face the fact, 
however, that despite our efforts, not all of the 
European nations have been left free to take their 
place in the community of which they form a 
natural part. 

Thus the geographic scope of our recovery pro- 
gram is limited to those nations which are free to 
act in accordance with their national traditions 
and their own estimates of their national inter- 
ests. If there is any doubt as to this situation, a 
glance at the present map of the European Con- 
tinent will provide the answer. 

The present line of division in Europe is 
roughly the line upon which the Anglo-American 
Armies coming from the west met those of the 


* Made before a joint session of the Senate Committee 
on Foreign Relations and the House Committee on Foreign 
Affairs on Nov. 10, 1947, and released to the press on the 
same date. 
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Soviet Union coming from the east. To the west 
of that line the nations of the continental Euro- 
pean community have been grappling with the 
vast and difficult problem resulting from the war 
in conformity with their own national traditions 
without pressure or menace from the United 
States or Great Britain. Developments in the 
European countries to the east of that line bear 
the unmistakable imprint of an alien hand. All 
the nations of Europe, 16 in number, which were 
in a position to exercise free choice gave a prompt 
and. energetic response to the simple suggestion 
made at Harvard on June 5 last and thereby an 
umpressive demonstration of the continuing 
vitality of European civilization. 

It would be well, therefore, to deal briefly with 
what the area encompassed by those 16 nations 
plus western Germany has meant to us and has 
meant to the world. This community before the 
war accounted for nearly one half of the world’s 
trade. They owned nearly two thirds of the 
world’s shipping. Their industrial production in 
terms of the basic commodities of coal, steel, and 
chemicals was before the war slightly greater 
than that of the United States. Their economy 
was highly integrated, each part depending upon 
the efficient working of the other. 

I think that the figures cited will indicate the 
importance, even from a purely economic point 
of view, of the 16 nations who have joined to- 
gether to develop a program for their mutual re- 
covery. Their response to our suggestion of June 
5 was a remarkable cooperative effort in a post- 
war world in which that element has hitherto 
been distressingly lacking. 

Congress will wish to go into the objectives and 
the details of the European Recovery Program 
at some length, but I feel that a brief summary of 
the tentative conclusions we have reached may 
serve the useful purpose of making clear the dis- 
tinction between the long-range recovery program 
and the stop-gap program, which we refer to as 
interim aid. 


Long-Term European Recovery Program 


The Committee of European Economic Coopera- 
tion, meeting in Paris, produced a recovery pro- 
gram extending over four years. After the most 
careful checking, with the assistance of experts 
drawn from many governmental agencies, we have 
concluded that the Paris report correctly identifies 
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the courses of action necessary to produce recove; 
and indicates an approximate order of magnitud 
of the cost for the full four-year program. Ontl 
basis of present indications, the estimated cost t 
our Treasury of this program may be of the orde 
of magnitude of 16 to 20 billion dollars. We fee 
however, that the uncertainties of weather and 
crops, supply availabilities, prices, et cetera injec 








a degree of assumption which makes the total cost 


impossible to forecast with accuracy at this time 
I therefore will not recommend to the President 
that the Congress appropriate for the full four. 
year period. 

I feel, however, that we can estimate with reason- 
able accuracy and assurance the sum required for 
the first stage of the recovery program, which will 
cover a 15-month period from April 1, 1948, to 
June 30, 1949. 

Our tentative estimate of the cost, subject to 
final checks in the light of the Harriman report, is 
something under 1.5 billions for the last three 
months of the fiscal year 1948 and somewhat less 
than 6 billions for the fiscal year ending June 30, 
1949. The findings contained in the Krug report, 
the Nourse report, and the Harriman report, to- 
gether with the studies made by our interdepart- 
mental committees, make it clear that a program in 
this order of magnitude can be safely undertaken 
by this country. I shall therefore recommend to 
the President that the United States support the 
European Recovery Program and that an amount 
be appropriated for the 15-month period ending 
June 30, 1949. 

It is of cardinal importance that an able and 
effective U.S. administration manage the funds 
which may be made available by the Con- 
gress. How best to achieve this and the other es- 
sential elements of an organizational and admin- 
istrative structure for the program of aid to Euro- 
pean recovery is a matter which the Congress will 
wish to examine with great care. There are seV- 
eral important principles which I believe should 
determine the nature of this organization: 


(a) The operation of this program will in many 
ways define and express the foreign policy of the 
United States in the eyes of the European cout- 
tries and the world. Therefore, the operation 
must fully accord with the foreign policy of the 
President as expressed through the Secretary of 
State. 

(5) The organization, if it is to afford successful 
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and dynamic management to the complex recovery 
program, must be granted the widest practicable 
flexibility both in its operations and in the use of 


| the funds placed at its disposal. The program of 


U.S. support will achieve its objective only if it 
is kept responsive to changing situations and vary- 
ing supply conditions. 

(c) Full use should be made of the existing 
governmental agencies in carrying out those parts 
of the program which fall within the scope of 
their present activities. The Departments of Com- 
merce, Treasury, Agriculture, Interior, the Na- 
tional Military Establishment, and other agencies 
are well equipped to perform many of the necessary 
functions. The National Advisory Council and 
other competent interdepartmental agencies will 
have important parts to play. 

(d) Strong central administrative direction is 
essential in a complex and varied program of this 
kind. There must be a high degree of integration 
in our operation, both in the United States and 
overseas. Unity of command, rather than diffu- 
sion of authority and responsibility, is required. 

The President will submit to the Congress his 
recommendations concerning the administration 
of the European Recovery Program. 

There will be important functions for the United 
States to perform in Europe. Much of this work 
will be negotiation with governments of a nature 
constituting essentially an extension of the con- 
duct of the entire relationship of the United States 
with the participating countries. Such matters are 
now handled through our Embassies and Lega- 
tions and clearly should continue to be. There will 
be certain additional functions arising directly out 
of the operating program, such as screening of 
specific import requirements, arrangements for 
furnishing technical assistance, and other similar 
specialized activities which will require the ap- 
pointment of qualified men who can devote their 
full attention to such matters. These men in their 
dealings with participating governments should 
work through our Ambassadors because it is essen- 
tial to maintain a single channel of responsibility 
for U.S. negotiations with other governments. 

For general coordination of the operations in 
Europe and for central representation in the con- 
tinuing European organization which the partici- 
pating countries have decided to establish, consid- 
eration should be given to the designation of a 
special U.S. representative for the European Re- 
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covery Program, with ambassadorial rank, ap- 
pointed by the President with the advice and con- 
sent of the Senate. 

As a general principle, aid should take the form 
of grants or loans, depending in each case upon 
the capacity of the particular country to repay and 
the effect which accumulation of additional ex- 
ternal debt would have upon sustained recovery. 
The precise determination in each case should be 
made by the administrative agency with the advice 
of the Department of State and the National Ad- 
visory Council. In practice it is felt that, where 
need is clearly demonstrated and where repayment 
can not reasonably be expected, imports of sup- 
plies which are quickly consumed, such as food, 
fertilizer, and fuel, of indispensable items of cap- 
ital equipment for immediate replacement and 
repair, and of essential raw materials should be 
financed by means of grants. Loans should be 
made to cover imports of capital equipment and 
raw materials which will directly produce the 
means of repayment and where such repayment 
can reasonably be expected. At the same time 
every encouragement should be given to early 
initiation of private financing so as to eliminate 
as far as possible the necessity for direct assistance 
from the U.S. Government. Use should also be 
made of the resources of the International Bank 
whenever in the opinion of the Bank the necessary 
and appropriate conditions for loans can be met. 

It is obvious that the basic responsibility for 
European recovery rests on the European coun- 
tries themselves. However, this Government must 
have assurance that the aid it provides is effec- 
tively utilized for the achievement of European 
recovery as rapidly as possible. 

It is contemplated that, to this end, bilateral 
agreements will be negotiated between the United 
States and each of the countries participating in 
the recovery program, setting forth the reciprocal 
undertaking relating to American assistance. 
These agreements will vary in form and content 
as between countries, depending upon the nature 
of the aid to be furnished and the conditions 
deemed important in each case. 

The commitments should include undertakings 
to adopt monetary, fiscal, and other measures to 
maintain stability in price and cost structures; to 
develop production to reach targets set by the par- 
ticipating countries, and in particular to increase 
the production of coal and basic foods; and to 
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cooperate in reducing barriers to trade and pro- 
moting increased interchange of goods and serv- 
ices. Many other points and more detailed provi- 
sions to be covered in the agreements will be pre- 
sented and discussed during the hearings. 

Assistance to Europe will, to a considerable ex- 
tent, take the form of commodities. The proposal 
to be submitted to the Congress contemplates the 
use of funds provided under the program for pur- 
chases outside the United States of commodities 
not readily available in sufficient quantities in 
this country. This policy will tend to protect our 
home economy against inflationary price move- 
ments which might result from concentrated buy- 
ing in our markets. It seems clearly in our inter- 
est that the greatest possible amount of these sup- 
plies be obtained for Europe from other countries. 
Such countries should be encouraged to contribute 
directly as much as they can to the recovery pro- 
gram through grants-in-aid or by extending 
credits for exports to Europe. 


Effects on World Economy 

I have so far confined my remarks to the Euro- 
pean Recovery Program itself. But the economic 
effects of this program will extend far beyond the 
boundaries of the 16 countries involved. It is in 
one important sense a world recovery program. 
The delay in European recovery has created 
serious problems for many countries which nor- 
mally supply the European market with raw mate- 
rials and other commodities. Where Europe’s 
trade with the rest of the world would normally 
have been balanced by an equivalent exchange of 
goods and services, the low level of European pro- 
duction and the limited availability of exports has 
drastically reduced such payment possibilities. 
Furthermore, the habitual triangular trade pat- 
terns have almost disappeared whereby Europe 
met its deficit for goods obtained from the Western 
Hemisphere by means of balances obtained from 
other parts of the world. Similar patterns of tri- 
angular trade used to provide certain other coun- 
tries in the Western Hemisphere with balances 
from Europe which were used to purchase goods 
in the American market. With the break-down 
of these trade patterns, supplying countries, to a 
substantial degree, have had to accept noncon- 
vertible currency or extend credit in order to sell 
in the European market. Neither of these proce- 
dures has given them dollars with which to pur- 
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chase in the American market. The net result hagii ; 


been that trade continued around the world in 
large part on the basis of American grants or 
credits which made dollars available to other coun- 
tries to meet their import requirements. The 
diminishing supply of dollars is restricting trade 
everywhere. 

The European Recovery Program will be 
quickly reflected in other countries, if the impor. 
tant element of flexibility in purchasing is all 
vided. To the extent that supplies for Europe 
are procured from nonparticipating countries for 
dollars, the trade position of these countries with 
the United States will be improved. In this way 
we feel that the problems of the other Western 
Hemisphere countries can be met through a com- 
bination of the European Recovery Program pur- 
chases and normal Export-Import Bank trans- 
actions. 

More important in a fundamental sense, with 
increases in production in Europe such as those 
contemplated in the Paris report, exports from 
Europe will increase, and the necessity for the 
various supplying countries to accumulate non- 
convertible currencies or to extend credit will 
diminish. Just as the progress of each individual 
country among the 16 will affect the progress of 
the others, so the recovery of Europe will in- 
evitably be a significant link in a chain reaction 
creating or maintaining economic activity in 
other countries. 

The situation in China continues to cause us 
deep concern. The civil war has spread and in- 
creased in intensity. The Chinese Communists by 
force of arms seek control of wide areas of China. 

The United States and all other world powers 
recognize the National Government as the sole 
legal Government of China. Only the Govern- 
ment and people of China can solve their funda- 
mental problems and regain for China its right- 
ful role as a major stabilizing influence in the 
Far East. Nevertheless we can be of help and, 
in the light of our long and uninterrupted record 
of friendship and international cooperation with 
China, we should extend to the Government and 
its people certain economic aid and assistance. A 
definite proposal is under preparation for early 
submission. 

I do not have to tell you that this foreign eco 
nomic program of the United States seeks no spe- 
cial advantage and pursues no sinister purpose. It 
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is a program of construction, production, and re- 
covery. It menaces no one. It is designed spe- 
cifically to bring to an end in the shortest possible 
time the dependence of these countries upon aid 
from the United States. We wish to see them 
self-supporting. 

This is certainly not the program of a country 
seeking to exercise domination or to influence 
unduly any foreign country. The nations and po- 
litical groups which have now declared their op- 
position to the program apparently wish to block 
for their own reasons the revival of western 
Europe. 


Interim Aid Program 


I have gone at some length into the major fea- 
tures of the long-range plan for European recon- 
struction and the part that the United States can 
prudently and wisely contribute because I fully 
realize that the speedy and adequate considera- 
tion of the interim aid program, which will be 
the first item of business presented to you, cannot 
be dealt with by the Congress without understand- 
ing its relationship to the program of long-range 
reconstruction of Europe. 

I would, however, urge upon you the necessity 
of a speedy decision in regard to the interim aid 
program. What is immediately needed is aid to 


maintain the status quo in food and in the mate- ' 


rial necessary to keep the wheels turning and 
people at work. 

It will do little good to discuss the merits of 
a recovery program for Europe if in the mean- 
time political and economic conditions have de- 
teriorated to a point where such a program could 
not possibly succeed. The problem of overseas 
payment has become particularly acute in the case 
of Austria, France, and Italy. It is clear that the 
people of these countries in the absence of immedi- 
ate assistance will, during the next few months, 
begin to suffer from a lack of food and other ne- 
cessities of life, and the whole economic and social 
life of the people will be seriously affected. With- 
in a short time these countries will have exhausted 
all of the dollar resources which they can muster 
to maintain the flow of essential supplies. 

Austria, whose economy is carrying the weight 
of a military occupation of four powers, has been 
able to survive in recent months largely through 
the assistance rendered to her under the U.S. for- 
eign-relief program. These funds will be ex- 
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hausted shortly after the beginning of the year. 
The dollar resources of France will permit her to 
procure essential food and fuel from abroad only 
until the end of December. Because of her rap- 
idly dwindling reserves, she took steps at the end 
of August to reduce sharply the placement of con- 
tracts for most other imports. Italy’s financial 
situation is even more serious than that of Austria 
or France. Last June the Italian Government 
took steps to eliminate the purchase of most of 
the raw materials and supplies which she required 
for the operation of her economy. The U.S. for- 
eign-relief program has been able to provide food 
and coal until the present time. Funds are not in 
sight, however, beyond the first of December to 
maintain the flow of these necessary commodities. 

In order to meet this emergency, I recommend 
that you give immediate and urgent consideration 
to a bill authorizing the appropriation of sufficient 
funds to provide the supplies necessary to permit 
the people of these three countries to continue to 
eat, to work, and to survive the winter. This is not 
a recovery program. It is designed to help pro- 
vide the essentials of existence to the people of 
these three countries. 

To accomplish this purpose, it is recommended 
that the Congress authorize an appropriation of 
597 million dollars. Ofthis amount Austria needs 
42 million, France needs 328 million, and Italy 
needs 227 million dollars. ‘These funds should be 
sufficient to meet the situation until March 31, 
1948, before which time we hope that some decision 
may have been taken by the Congress regarding a 
broad recovery program. In the absence of a re- 
covery program, the problem of maintaining exist- 
ing levels in Europe rapidly becomes more complex 
after March 31. Additional countries will by that 
time practically have exhausted their dollar re- 
sources, and the cumulative effect of the uncertain- 
ties as to the future and the continued low levels 
of production and consumption will have serious 
consequences throughout Europe. 

The program of interim aid would be concen- 
trated largely on such items as food, fuel, fertilizer, 
fibers, seeds, and medical supplies. With such re- 
sources as they can make available, the countries 
should be able themselves to procure other imports 
needed to prevent economic deterioration. The 
program should be sufficiently flexible to take ac- 
count of such changes in requirements and availa- 
bilities as may occur. 
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Interim aid should be given to these countries 
under agreement to make efficient use of the com- 
modities which we would supply. The bilateral 
agreements would also require that the local cur- 
rency equivalent of the value of the commodities 
which we supply would be used only for such pur- 
poses as we and the recipient country might agree. 
They should also include a provision that the re- 
ceiving government make known to its people the 
purpose and source of our supplies and that it 
would make available full information concerning 
their distribution and use. 

The operation of a program of the type which is 
proposed can be handled expeditiously by existing 
agencies of the Government. The procedures and 
machinery which are being used in the current re- 
lief program have been set up in accordance with 
the relief bill enacted last summer. 

The urgency of the situation is so great that I 
recommend that no new agency be set up to handle 
this interim program. The time required to or- 
ganize such an agency, to hire personnel, and estab- 
lish new procedures would defeat its very purpose. 
Whatever agency might be created to administer 
the long-term European Recovery Program could, 
of course, take over the operation of interim aid as 
soon as it comes into existence. 

I have endeavored to present in broad outline 
the long-range European Recovery Program and, 
in somewhat more detail, the interim aid program. 
The proposals will be presented in full to your re- 
spective committees. 


Draft European Interim Aid Bill 


To promote the general welfare, national interest and 
foreign policy of the United States by providing sup- 
plies to certain European countries on an emergency 
basis ; 


Be it enacted by the Senate and House of Representa- 
tives of the United States of America in Congress as- 
sembled, That this Act may be cited as “The European 
Interim Aid Act of 1947.” 

SecTIon 2. It is the purpose of this Act to provide im- 
mediate assistance in the form of food, fuel and other 
commodities urgently needed by the peoples of Austria, 
France and Italy, hereinafter referred to as the recipient 
countries, to alleviate conditions of intolerable hunger 
and cold and prevent serious economic retrogression which 
would jeopardize any general European economic recovery 
program based on self-help and cooperation. 
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Conclusion 


In considering them I know you are aware of 
the momentous importance to the world of your 
decisions. While we are dealing at the moment 
with the drab though vital facts of economic life, 
they carry with them fateful consequences. 

The automatic success of the program cannot be 
guaranteed. The imponderables are many. The 
risks are real. They are, however, risks which have 
been carefully calculated, and I believe the chances 
of success are good. There is convincing evidence 
that the peoples of western Europe want to pre 
serve their free society and the heritage we share 
with them. To make that choice conclusive they 
need our assistance. It is in the American tradi- 
tion to help. In helping them we will be helping 
ourselves—because in the larger sense our national 
interests coincide with those of a free and pros- 
perous Europe. 

We must not fail to meet this inspiring chal- 
lenge. We must not permit the free community 
of Europe to be extinguished. Should this oceur 
it would be a tragedy for the world. It would im- 
pose incalculable burdens upon this country and 
force serious readjustments in our traditional way 
of life. One of our important freedoms—freedom 
of choice in both domestic and foreign affairs— 
would be drastically curtailed. 

Whether we like it or not, we find ourselves, our 
Nation, in a world position of vast responsibility. 
We can act for our own good by acting for the 
world’s good. 


SecTion 3. The President, acting through such depart- 
ments, agencies, or independent establishments of the 
Government as he shall direct, may, by allocation of funds 
to any such departments, agencies, or independent estab- 
lishments, or by making funds available to the government 
of a recipient country, whenever he finds it in further- 
ance of the purposes of this Act and upon the terms and 
conditions set forth in this Act and upon such other terms 
and conditions as he may determine— 


(a) Procure, or provide funds for the procurement 
from any source, by manufacture or otherwise, food, seed 
and fertilizer; coal, petroleum and petroleum products; 
other fuel; fibers; and such other commodities as are 
necessary for the accomplishment of the purposes of this 
Act as set forth in Section 2; 

(b) Transport, or provide funds for transportation of, 
such commodities ; 
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(c) Transfer such commodities to any recipient 


country ; 

(d) Incur and defray expenses, including accessorial 
and administrative expenses and expenses for compen- 
sation and travel of personnel, for carrying out the pur- 
poses of this Act. 


Section 4. (a) There is hereby authorized to be ap- 
propriated not to exceed $597,000,000, out of any money 
in the Treasury not otherwise appropriated, to carry out 
the provisions and accomplish the purposes of this Act. 

(b) Funds authorized under this Act, when allocated 
to any Department, agency, or independent establishment 
of the Government, shall be available for obligation and 
expenditure in accordance with the laws governing obli- 
gations and expenditures of such Department, agency, or 
independent establishment or organizational unit thereof 
concerned, and without regard to sections 3709 and 3648 of 
the Revised Statutes, as amended (41 USC 5; 31 USC 
§29). 

Secrion 5. After March 31, 1948, no funds may be obli- 
gated under this Act. 

Section 6. Before any commodities or funds are made 
available to any recipient country under the authority 
of section 3 of this Act, an agreement shall be entered into 
between such country and the United States containing an 
undertaking by such country— 


(a) To make efficient use of any commodities made 
available under the authority of this Act and to take in 
so far as possible the economic measures necessary to 
increase its ability to achieve a self-sustaining economy ; 

(b) To make, when any commodity is made available 
under this Act, a commensurate deposit in the currency 
of such country in a special account under such terms and 
conditions as may be agreed to between such country 
and the Government of the United States, and to hold or 
use such special account only for such purposes as may 
be agreed to between such country and the Government 
of the United States; 

(ec) To give full and continuous publicity within such 
country as to the purpose, source, character and amounts 
of the commodities made available by the United States 
under this Act; 


November 23, 1947 
767406—47——-2 








FOREIGN AID AND RECONSTRUCTION 


(d) To furnish promptly upon request of the President 
information concerning the method of distribution and 
use of commodities made available under this Act. 

Section 7. The President shall promptly terminate the 
provision of assistance under this act for any country 
whenever he finds that such country is not adhering to 
the terms of its agreement entered into in accordance 
with Section 6 of this act. 

Section 8. All commodities made available pursuant to 
this Act or the containers of such commodities shall, to 
the extent practicable, be marked, stamped, branded or 
labeled in a conspicuous place as legibly, indelibly and 
permanently as the nature of such commodities or con- 
tainers will permit, in such manner as to indicate to the 
people of the country of destination that such commodi- 
ties have been furnished or made available by the United 
States. 

Section 9. The President may, from time to time, pro- 
mulgate such rules and regulations as he may find neces- 
sary and proper to carry out any of the provisions of this 
Act ; and he may delegate to the Secretary of State or any 
other official or officials of the Government any of the 
powers or authority conferred on him under this Act. 

Section 10. Personnel employed to carry out the pur- 
poses of this Act shall not be included in computing limi- 
tations on personnel established pursuant to the Federal 
Employees Pay Act of 1945 (59 Stat. 298), as amended by 
Section 14 of the Federal Employees Pay Act of 1946 (60 
Stat. 219). 

SecTIon 11. The President, from time to time, but not 
less frequently than once every calendar quarter, and 
until the end of the quarterly period after all operations 
under the authority of this Act have been completed, shall 
transmit to the Congress a report of operations under this 
Act. Reports provided for under this section shall be 
transmitted to the Secretary of the Senate or the Clerk 
of the House of Representatives, if the Senate or the 
House of Representatives, as the case may be, is not in 
session. 

Section 12. If any provisions of this Act or the appli- 
cation of such provision to any circumstance shall be held 
invalid, the validity of the remainder of the Act and the 
applicability of such provision to other circumstances 
shall not be affected thereby. 
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America’s Challenge in World Affairs 


The general topic for the discussions that have 
been taking place during the course of today under 
the auspices of the Academy of Political Science— 
“America’s New Foreign Policy”—has raised the 
question in my mind whether we can properly say 
that we have a new foreign policy or whether it 
would not be more exact to describe what has been 
transpiring during recent months or years as the 
adaptation of certain basic principles of our for- 
eign policy to changing conditions in the world. 
For I think you will agree that the foreign policy 
of the United States cannot be codified or given 
formal legal expression in any single official docu- 
ment but must remain flexible and capable of 
adjustment to the changing circumstances of the 
times. 

Perhaps one of the most important factors in the 
formation of foreign policy, certainly in its execu- 
tion, is the role of public opinion. As Secretary 
Marshall stated recently, “No policy, whether 
foreign or domestic, has the slightest chance of 
being effective unless it enjoys popular support.” 
I don’t believe anyone will challenge that state- 
ment. Certainly with the growing importance 
of our international relationship in the lives of 
our people, the impact of public opinion on policy 
determination in this field tends correspondingly 
to increase. 

The current situation affords a good opportun- 
ity to study the development of our foreign 
policy—to watch it evolve and grow almost like 
a living thing as it adapts itself to changing world 
conditions, yet retains its essential character. 
Viewed in this light, foreign policy can be recog- 
nized for what it actually is—not a nebulous and 
remote abstraction but something vital and dy- 
namic, partaking of some of the human warmth of 
the people who shape and influence it and whose 


* Address delivered before the Academy of Political 
Science in New York, N. Y., on Novy. 12, 1947, and released 
to the press on the same date. 
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BY NORMAN ARMOUR ' 


ASSISTANT SECRETARY FOR POLITICAL AFFAIRS 


interests it is intended to serve. For in the final 
analysis our foreign policy is nothing more nor 
less than the procedure through which the Ameri- 
can people get along with their neighbors in other 
countries throughout the world. 

It is particularly important that we understand 
this concept at the present time, which is a period 
of intense and often confusing activity in inter- 
national affairs. That is why it is so important 
that the American people understand not only the 
facts concerning international relations but also, 
as Secretary Marshall has said, the truth about the 
facts. There is a compelling need for clarity in 
recognizing the facts and their relative impor- 
tance and for an inspired perception in ascertain- 
ing the truth about the facts. This requires, first 
of all, a knowledge of history—certainly more re- 
cent history—and next, some hard, straight think- 
ing—something not always easy to achieve in the 
hurly-burly of modern life. 

In order to see our present problems and poli- 
cies in proper perspective and correctly appraise 
our current position, it is necessary to retrace our 
course during the past few years. Only 30 montlis 
ago we were part of a great coalition that was suc- 
cessfully concluding the prodigious and costly 
task of beating back the attempt by the aggressor 
nations to enslave the world. The total resources 
of the Allied nations were dedicated to that cause, 
and complete unity of effort was required to 
achieve the common victory. 

There is no disposition on our part to evaluate 
in narrow terms the respective contributions of 
the Allied peoples to the triumph we all shared. 
Certainly where bravery and unstinting sacrifice 
are concerned, comparisons are out of the ques 
tion. Common danger is a great equalizer, and 
each of the participants gave what it could, to the 
utmost of its ability. With full realization of the 
efforts and sacrifices of others, however, we in 
America can never forget how, during that one 
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long year from 1940-41, the forces of tyranny were 
thwarted by the intrepid resistance of Britain and 
the Commonwealth alone. Ultimate victory for 
the Allies was then assured only because the people 
of Britain lived daily with such unassuming 
heroism that valor touched them all. 

Just as each nation made its contribution to 
the common effort according to its resources and 
abilities, so each has responded in its own way to 
the hardships and difficulties that in many in- 
stances are hardly less onerous than the war it- 
self. Here we find the postwar role of the United 
States has been generally a natural and logical 
extension of its primary role in the war. 

While the fighting was still raging in Europe 
and the Far East, but the Allies were obviously 
nearing final and decisive victory, the Government 
of the United States was able to turn part of its 
attention to the consideration of the difficulties 
that would inevitably result once the hostilities 
were over. What was done in that respect largely 
was overlooked in the absorption of the people’s 
interest in the battles then taking place and has, I 
believe, still not been fully recognized for what it 
was, . 

Actually, the planning done by this Govern- 
ment, beginning in 1944, to cope with postwar 
problems constituted one of the broadest and most 
detailed undertakings of its kind ever attempted. 
Even a cursory listing of the major elements that 
emerged gives some measure of the scope and sig- 
nificance of our effort to prepare for the necessary 
adjustments of the postwar period. Obviously we 
do not deserve full credit for the maturity of these 
plans, in which other nations actively participated, 
but because Washington was distant from the 
fighting lines it was natural that the consideration 
of long-range projects should be initiated there. 
First of all, of course, was the United Nations, 
conceived as the foundation of the peaceful and 
stable structure we sought to erect. Unrra was 
brought into being to alleviate the dire suffering 
resulting immediately from the war; the Food 
and Agriculture Organization, to plan for in- 
creased production and more equitable distribu- 
tion of the world’s food supply; the World Bank 
and the International Monetary Fund, to finance 
long-range reconstruction and development pro- 
grams and to stabilize the currencies of the world; 
and the International Trade Organization, to 
minimize the artificial restraints on trade and to 
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expand the flow of goods on an international scale. 

After hostilities ceased and we began to trans- 
late our plans into action, we found the needs 
larger and in some cases of a more difficult nature 
than we had anticipated. We came to realize that 
planning, even of the widest scope, was dwarfed 
by the magnitude and complexity of the task that 
confronted us. Events proved that our original 
conceptions were sound and possessed sufficient 
flexibility to permit the addition of other elements 
to strengthen the basic framework of our policies. 
To meet the requirements of new situations that 
arose, we supplemented our earlier planning with 
the loan to Britain, the Export-Import Bank 
loans, the channeling of surplus military stocks 
abroad into civilian uses, the aid program to 
Greece and Turkey, the 350-million-dollar pro- 
gram for post-Unrra relief, and appropriations 
to maintain the populations of occupied areas 
above the “disease and unrest” subsistence level. 

It should be emphasized that the foreign policy 
given effect by these actions took into considera- 
tion the postwar situation of the world as a whole 
and that its objective was the establishment of con- 
ditions in which the whole world could move to- 
gether from the dark shadow of war and its after- 
math into the light of a better day. There was 
nothing exclusive or restrictive in our program 
of action. It assumed that the United States and 
other nations able to produce more than their 
own absolute requirements would share their prod- 
ucts with countries shattered by war; it assumed 
that these latter countries would exert their re- 
maining energy to repair the damages of war as 
quickly as possible; and that all would cooperate 
in maximum utilization of the combined assets, 
of whatever nature, to achieve the over-all sta- 
bility and productivity that are essential to the 
resumption of normal life. 

Unfortunately some of these assumptions failed 
to materialize. We were keenly disappointed at 
the early breakdown of the Great Power unanim- 
ity that had contributed so much to the winning 
of the war, and the arbitrary division of the Con- 
tinent of Europe in East and West that resulted. 
While other phases of the plan worked out as an- 
ticipated, the total effect fell short of the much 
greater requirements. 

For example, with the aid of materials and 
funds from abroad, the British Isles and the Scan- 
dinavian countries in the first 18 months after V-E 
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Day raised their rate of industrial production 
above the prewar level. France, Belgium, and the 
Netherlands achieved a rate of 80 to 90 percent of 
the 1938 standard, and Italy attained a rate of 
70 percent. 

This performance cheered both the Europeans 
and their friends here, but the heartbreaking fact 
is that it was not enough. The postwar needs of 
western Europe are so much greater now that they 
cannot be met by production equal to or even 
slightly greater than the rate that in 1938 provided 
western Europeans with the second highest stand- 
ard of living in the world. 

Moreover, the population of western Europe has 
increased by 24 million persons since 1939 even 
after taking account of wartime losses. This 
means there are more mouths to feed, more bodies 
to clothe, more families to house—and less to do 
it with. With these added strains on a depleted 
and disjointed economy, the wonder is not that 
western Europe has not made greater strides to- 
ward recovery, but that she has held her own and 
even made measurable progress toward that goal. 

The first burst of postwar activity in the in- 
dustrialized areas of Europe consumed the mate- 
rials at hand, plus supplies brought in from 
abroad, at a faster rate than they could be 
replenished by tired people operating in an im- 
poverished economy. The sheer physical destruc- 
tion of factories, railroads, and homes and the 
demoralization of the working force in such key 
industrial centers as the Ruhr served to drag down 
the recovery effort not only of that locality but, 
to some extent, all of Europe. The violent war- 
time disruption of the intricate web of trade, both 
within and among the continental countries, pro- 
duced an effect so disastrous that it could not be 
overcome in the space of a few months. The 
traditional relationship between certain countries 
and colonial areas likewise was disrupted, with a 
consequent shortage of raw materials and another 
handicap to production. Food, fuel, and other 
basic materials from the United States and other 
Western Hemisphere sources provided the impetus 
for the first spurt of European industry, but these 
began to dwindle away as dollar grants and loans, 
the last remnants of gold and foreign exchange, 
and the income from vanishing foreign invest- 
ments, all neared exhaustion at the same time. 
The crowning blow fell when nature seemed to 
conspire against man, and winter storms and sum- 
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mer drought cut western Europe’s indigenous foo 
production far below the minimum consumptic 
levels of the population. 

The growing realization that the considerabl 
effort made toward European recovery, both b 
this country and the countries immediately con 
cerned, had fallen short of accomplishing thaj 
purpose on a sound, permanent basis led to a re 
examination of the whole problem as long ago a 
last winter. Asa result this Government reached 
the conclusion that the situation in western Europe 
had entered a new phase—one that required 4 
new aproach. 

It became apparent that any future aid te 
Europe by this country should conform to a broad 
concept that would take into account the require 
ments and potentials of that continent as a whole 
It became apparent that, if further aid was to 
succeed in restoring Europe to solvency and self: 
reliance, the nations of Europe would have to 
concert their efforts as a group in a comprehensive 
plan of action and not act as an aggregation of 
individual states working perhaps at cross-pur 
poses. It was also apparent that they would hav 
to assume a collective obligation to see that the 
plan was carried out efficiently on a cooperative 
basis. 

These were the considerations that led Secretary 
Marshall to make his statement at Harvard las 
June 5. The activity on both sides of the Atlantit 
which was set in motion by his proposal and the 
rapid development of a program of joint action 
are so fresh in our minds that I will not review 
them in detail here. 















In Europe the Marshall proposal was, in the} . 


words of Foreign Minister Bevin, “seized with 
both hands”. The statesmen and leaders of the 
western nations quickly realized the significance of 
the Secretary’s suggestion and were convinced of 
the soundness of his approach. They proceeded 
to hold the Paris conference on economic cooper® 
tion and produced a report which, despite the 
speed with which it had to be assembled, consti- 
tutes an excellent outline of the problem and the 
proposed solution. | 

It will be recalled that Secretary Marshall 
urged the formulation of a program upon which 
“most, if not all” of the European nations could 


agree. However, the Soviet Union declined 10 ; 


participate, and seven other countries of easter? 
Europe, under Communist domination or in feat 
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of such domination, either spurned the invitation 
or did not feel free to accept. In other words 
those in control in that area not only voluntarily 
excluded themselves from participation in the co- 


| operative effort to achieve the economic recovery 


of all Europe but intimidated other supposedly 
sovereign states so that they likewise refrained 
from participation. The world should under- 
stand exactly where the responsibility for that 
decision lies. 

The 16 nations that did participate in the Paris 
conference did a businesslike job with no inter- 
vention from this side of the Atlantic and no pres- 
sure that could by any stretch of the imagination 
be construed as infringement upon the sovereign 
rights of any participating state. 

The American people have now had five months 
in which to consider and debate one of the most 
momentous problems ever to confront them. Evi- 
dence has been added from time to time, as it be- 
came available, from the Executive branch of our 
Government, from the European statesmen and 
technicians who drafted the Paris report, from 
members of Congress who visited Europe to study 
conditions on the spot, and from private citizens 
and organs of the press and radio representing all 
shades of opinion. 

I think it has been established beyond question 
that western Europe urgently requires large-scale 
assistance if it is to go forward to lasting economic 
recovery and political stability and that only the 
United States is in a position to provide help of 
the magnitude required. The crux of the ques- 
tion now before the American people for decision 
is whether they should assume that responsibility. 

I believe that the American people have already 
made their decision. On humanitarian grounds 
alone, the sufferings and privations being endured 
by their fellow human beings across the sea call 
for a generous sharing of the food and other neces- 
sities of life which we have. But our people sense 
that the issue is larger than that—that there is a 
broader, more fundamental reason why we must 
concern ourselves with the reestablishment of the 
European community as we knew it before the 
war—as we have known it, sometimes only half- 
consciously, for generations. 

Perhaps without thinking it through or putting 
itin words, Americans realize that the traditional 
Europe we have known has been a sheet anchor of 
the kind of world we wanted. Europe, including 
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the British Isles, is the source of our language, 
our institutions, our culture, even the origins of 
the industrialization we have perfected and on 
which we pride ourselves. 

Aside from sentimental ties, our people appreci- 
ate the realistic, world-politic relationship be- 
tween the New World and the Old. They know 
that the existence of a group of independent, demo- 
cratic, vigorous, and productive nations on the 
Continent of Europe is the best guaranty, other 
than our own strength, of the security of the 
United States. They know the converse of this 
proposition—that if the nations of Europe should 
ever be subjugated and their immense resources 
harnessed to the evil purposes of a single master, 
the independence and integrity of our country 
sooner or later would be in jeopardy. We have this 
lesson so deeply graven in our national conscious- 
ness that twice in a quarter century we have fought 
on European soil to prevent single-power domina- 
tion of that continent. 

I said a few moments ago that the design of our 
postwar planning was world-wide in scope. Why, 
then, this concentration on Europe? The answer 
is basically simple: Until Western Europe is re- 
stored to health and resumes its rightful place in 
world affairs, the peace, stability, and prosperity 
we seek to promote elsewhere will be elusive. We 
are concentrating our attention and our efforts on 
the recuperation of Europe because a strong, free, 
dynamic, and creative Europe is an indispensable 
prerequisite to the restoration of order and pro- 
ductivity everywhere. It is as simple and as fun- 
damental as that. 

Now the United States, physically unmarked by 
war, possessing as much productive capacity as 
all other nations combined, with a technology un- 
equaled anywhere, a skilled and vigorous popula- 
tion, abundant resources and large reserves of 
wealth, must bear the brunt of the great effort re- 
quired to pull the western world from the ruins of 
war and set it on the highroad to productivity and 
peace. Frankly, no other nation is equipped for 
the task. 

But once the nations of western Europe regain 
their self-confidence and self-reliance, once they 
overcome the inertia brought on by the physical 
and psychological effects of the devastation and ex- 
haustion of war, once they gain sufficient momen- 
tum to keep advancing under their own power— 
then Europe will become, not a recipient of our 
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aid, but a potent and resourceful partner in the 
larger enterprise of building a better world. 

For that reason I believe that we consider our 
proposed part in the European Recovery Pro- 
gram not an obligation but an opportunity, that 
we see it as a challenge of a kind unique in world 
history, and that we believe that the nature of 
our response will, in large measure, establish our 
stature as a nation. 

America grew great through the effort and 
vision of those who calculated the risks and still 
went forward. That spirit transformed a wilder- 
ness into a flourishing and united nation. That 
spirit, adapted to a new age and an unprecedented 
opportunity, can help lift a weary and despairing 
world from the ruins of war and set it well on the 
path to peace. 


ist Report to Congress on Assistance to Greece and Turkey ° 
THE PRESIDENT’S LETTER OF TRANSMITTAL 


To the Honorable the President of the Senate pro 
tempore and the Honorable the Speaker of the 
House of Representatives: 


Last May the Congress enacted Public Law 75 
enabling the United States to render financial, 
technical, and material aid to the Governments of 
Greece and Turkey. This was done in response to 
urgent appeals by those governments, which found 
that as a result of conditions arising out of the war 
their respective economies were unable to bear 
alone the financial burdens of reconstruction, of 
providing supplies for the civil population, even 
on a subsistence level, and of supporting the armed 
forces essential for the maintenance of security. 

By Executive Order 9857, dated May 22, 1947, 
primary responsibility for the program’s execu- 
tion was delegated by me to the Secretary of State. 
The Department of State enjoys full cooperation 
of all other departments and agencies of the Gov- 
ernment which can help in the implementation of 
the act. 

Pursuant to the provisions of the act, I am sub- 
mitting this, the first quarterly report on the ac- 
tivities and expenditure of funds under the author- 
ity of the act. 


* Printed in this issue on p. 967. 
*For the period ended Sept. 80, 1947. The complete re- 
port is printed as Department of State publication 2957. 
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I feel that Secretary Marshall has summed y 
the situation for us in these words: “The aut 
matic success of the program cannot be gus 
teed. The imponderables are many. The 
are real. They are, however, risks which ha 
been carefully calculated, and I believe the chance 
of success are good. There is convincing evidene 
that the peoples of western Europe want to pre 
serve their free society and the heritage we shar 
with them. To make that choice conclusive they 
need our assistance. It is in the American tradition 
to help. In helping them we will be helping our. 
selves—because in the larger sense our national 
interests coincide with those of a free and prosper. 
ous Europe.” ? 














The economic situation in Greece has not basi- 
cally improved since I addressed the Congress last 
spring about the need for American assistance 
Although economic collapse, which might other. 
wise have resulted, has so far been averted through 
the extension of our aid, underlying causes of 
economic and political unrest remain of grave 
concern. 

This first period of administration of the acd 
has been largely one of preparation. Missions 
have been assembled and sent to Greece and to 
Turkey and are now working with the respective 
governments of those countries to assure effective 
and proper use of American aid funds. Whil 
many operational steps of major importance have 
been taken, such as the letting of contracts and 
the ordering and delivery of supplies, the effects 
of many of these actions will not be discernible 
until later in the fiscal year. The enclosed report 
reveals in some detail the action that has beet 
taken thus far and some of the problems which 
have yet to be solved. 

Since the time when the amount of assistance 
needed was determined, there have been several 
unfavorable developments which materially affect 
both programs but most seriously that for Greece 
The Greek cereals harvest has been reduced by the 
general European drought, and by guerrilla a¢ 
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tivity, to a point where the expenditure of foreign 
exchange for food imports will be a great deal 
more than originally estimated if hunger and 
starvation are to be avoided. Intensification of 
military operations in that country has necessi- 
tated a transfer of funds from the economic to 
the military program. Rising prices in the 


United States and elsewhere have reduced the buy- _ 


ing power of foreign exchange available to the 
Greek Government, with the effect that greater 
sums than were anticipated must be spent for 
minimum basic essentials. An added factor in 
Greece is that exports have not, because of in- 
ternal economic and security conditions, reached 
as high a level as might reasonably have been ex- 
pected some months ago. 

The difficulties which hamper the success of this 
program must be overcome. Continuation of mar- 
ginal subsistence only in Greece, without real 
progress toward recovery, will provide fertile 
ground for totalitarian ideologies. 


FOREIGN AID AND RECONSTRUCTION 
Our Missions in both countries are striving to 
achieve one main objective—that of helping free 


. peoples in their effort to maintain the form and 


composition of their governments in accordance 
with the wishes of the majority. If this end is 
attained, every dollar that we have or will put 
into Greece and Turkey will have been fully justi- 
fied. The United States, in accordance with its 
obligations under the United Nations Charter, will 
have served all peace-loving nations of the world 
in contributing to the security and well-being of 
a vital area, which, under circumstances of eco- 
nomic collapse and disorder, would threaten peace 
and tranquillity throughout the world. 


Tue Wuire Hovss 
November 7, 1947. 


SUMMARY OF REPORT 


[Released to the press by the White House November 10] 


The economic collapse in Greece feared in the 
late spring and early summer has been thus far 
averted through extension of American aid, ac- 
cording to the first quarterly report on assistance 
to Greece and Turkey transmitted to the Congress 
on November 10 by the President. As of Septem- 
ber 30, 1947, approximately 160 million dollars of 
the 300-million-dollar program for aid to Greece 
had been allocated for specific purposes. 

The economic program is now well under way 
and being carried out as rapidly as possible, the 
report stated, adding that the Greek economy has 
been sustained at least at its previous level and con- 


fidence instilled into the Greek people. Chances 


for full success, however, the report showed, have . 


been affected by several adverse factors—reduction 
of this year’s grain crop to two thirds of normal as 
a result of drought, increasing world prices which 
have reduced the buying power of the aid funds, 
and continued guerrilla activity which has forced 
the diversion of funds from the economic to the 
military program. Because of these factors and 
because the first period of the administration of 
the act has necessarily been largely one of prepara- 
tion, the report pointed out that effects of many 
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of the positive actions taken will not be discernible 
until later in the fiscal year. 

All necessary elements for Greek recovery are 
now present, the report points out, and once the 
internal order essential to recovery has been es- 
tablished these can begin to be effectively opera- 
tive. “While it is too early to claim substantive 
success in the Mission’s work, its very presence in 
Greece and the material assistance thus far given 
have been responsible for the fact that Greece is 
still free and that her people still have a govern- 
ment of their own choosing. This fact in itself is 
ample justification for the aid program.” 

Details concerning the reconstruction, foreign 
trade and supply, relief, agriculture, labor, health, 
government administration, public finance, and 
military activities of the aid program and the 
status of the appropriation are contained in the 
report. 

In regard to Turkey, the report outlines the ini- 
tial steps which have been taken toward relieving 
the Turkish economy of a part of the burden of 
modernizing its national defenses. Requirements 
for military supplies and equipment under this 
program have been determined, and shipment will 
start shortly. 
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Reported Disapproval by Fund and 
Bank of Foreign-Aid Proposals 


Statement by the Secretary of State* 


The proposals so far developed are presently 
before the Bureau of the Budget and, accordingly, 
I am not at liberty to go into details. 

For your guidance, however, I might say the 
question of a stabilization fund is under considera- 
tion by the National Advisory Council, which has 
as yet made no decision in the matter. With ref- 
erence to possible reconstruction and development 
loans, it is obvious, I think, to everyone that there 
are certain sound investments which could be made 
over the next few years which would supplement 
the efforts of this Government to assist in the 
European Recovery Program. Accordingly, we 
are in the process of making estimates of the na- 
ture and amounts of such possibilities, although 
we realize that that is a determination which the 
World Bank, an international organization, must 
determine for itself. 


Funds Programmed for China Aid 
Under Terms of Relief Agreement 
[Released to the press November 4] 
The Department of State announced on Novem- 
ber 4 that $27,700,000 has already been pro- 
grammed for the purchase and shipment of 
urgently needed relief commodities for China un- 
der the United States foreign-relief program 
pursuant to terms of the relief agreement between 
the United States and China signed October 27, 
1947. The program as presently planned provides 
for the furnishing of 50,000 long tons of wheat 
and 43,000 long tons of rice allocated from the 
United States and approximately 30,000 long tons 
of rice allocated from Siamese sources. The bal- 
ance of the program will consist primarily of 
medical supplies. 


* Made at his press conference on Nov. 12, 1947, in rela- 
tion to the reported disapproval by the World Bank and 
the Fund of the proposals of the President’s Committee on 
Foreign Aid (W. A. Harriman, chairman), and released to 
the press on the same date. The summary of the Report to 
the President by that committee was printed in the But- 
LETIN of Noy. 16, 1947, p. 937. 








Procurement arrangements for the wheat and 
rice are already under way in the United States, 
and shipments are expected to start by the end 
of November. The procurement of rice in Siam 
will be made for the State Department by the 
United States Commodity Credit Corporation 
through its agent in Bangkok. 

The over-all demands for cereals in China are 
so large that the quantity it is possible to supply 
under this program cannot meet all needs. There- 
fore, for maximum effectiveness, it is planned to 
distribute the United States relief cereals mainly | > 
in coastal cities. Thus rural areas badly in need } P* 
of cereal supplies which they grow will be re- U 
lieved of the necessity of sending a substantial | ™ 
part of their local supplies to the large urban 
centers. 

Concentration of relief distribution in key Si 
coastal cities of China will not, however, preclude 
sending supplies contributed by the United States | °! 
to needy famine areas in the interior. Where such S 
direct relief activities are allocated imported 
foodstuffs, it is planned to utilize services of estab- | * 
lished voluntary agencies as well as those pro- 
vided by the Chinese Government. The private |} ™ 
agencies in China have heretofore carried the 
normal burden of relief responsibilities, and both 
Governments have agreed that this valuable ex- 
perience should not be lost to the United States ; ™ 


foreign-relief program. 


Hundredth Ship Reaches Italy With J 
Relief Supplies d 


The Italian Ambassador to the Secretary of State | 
November 6, 1947 ™ 


Dear Mr. Secretary: Upon special instructions 
I have the honor and pleasure to convey to You | ;; 
the following message of the President of the 
Council of Ministers, the Hon. Alcide de Gasperi: 

“On the occasion of the arrival at Venice of 
the one hundredth ship, A.U.S.A. [United States { 1 
Foreign Relief Program], I want to renew to you | x 
our thanks for the generous and effective assistance | ;, 
of the American people.” 


Please accept [etc.] 








ALBERTO TARCHIANI 
Ambassador of Italy 


Qw~w=wawam et 9 
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THE UNITED NATIONS AND SPECIALIZED AGENCIES 


U.S. Delegation to Trade and Employment Conference 


[Released to the press November 14] 

The Department of State announced on Novem- 
ber 14 that the President has approved the ap- 
pointment of a United States Delegation to the 
United Nations Conference on Trade and Employ- 
ment which convenes in Habana, Cuba, on Novem- 
ber 21. 

William L. Clayton, former Under Secretary of 
State for Economic Affairs, will be Chairman of 
the Delegation and Clair Wilcox, Director, Office 
of International Trade Policy, Department of 
State, will be vice chairman. 

The Habana conference has been called to con- 
sider the adoption of a charter for an Interna- 
tional Trade Organization. Establishment of 
such an organization was first proposed by the 
United States in December 1945. A suggested 
draft of a charter was published by the Depart- 
ment of State in September 1946. This draft was 
revised by a United Nations Preparatory Commit- 
tee of 17 countries meeting successively in London 
in October and November 1946, in New York in 
January and February 1947, and in Geneva from 
April 10 to August 22, 1947. It is the Geneva 
draft of the charter that the 50 to 60 nations as- 
sembled at Habana will take as the basis of their 
work, 

There are 27 officials from seven departments 
and agencies of the Government on the Delegation 
list, together with members of Congress and non- 
governmental advisers representing the interests 
of business, labor, and agriculture, women’s or- 
ganizations, and other public-interest groups. 
Members of Congress on the Delegation may find 
it necessary to return to Washington from time 
to time due to pressure of legislative duties. 

The list follows: 


Chairman 

William L. Clayton, Adviser to the Secretary of State 

Vice Chairman 

Clair Wilcox, Director, Office of International Trade Pol- 
icy, Department of State 
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Delegates 

Jere Cooper, U.S. House of Representatives 

James Grove Fulton, U.S. House of Representatives 

Harry C. Hawkins, Minister-Counselor for Economic Af- 
fairs, American Embassy, London 

Herbert W. Parisius, Director, Areas Branch, Office of 
International Trade, Department of Commerce 

A. Willis Robertson, U.S. Senate 

Oscar B. Ryder, Chairman, U.S. Tariff Commission 

Orvis A. Schmidt, Assistant Director, Office of Inter- 
national Finance, Treasury Department 

Leroy D. Stinebower, Deputy U.S. Representative to the 
U.N, Economic and Social Council 


Alternate Delegates 


Edgar B. Brossard, Commissioner, U.S. Tariff Com- 
mission 

John W. Evans, Trade Barriers Policy Adviser, Depart- 
ment of Commerce 

Morris Fields, Chief, Commercial Policy Section, Office 
of International Finance, Treasury Department 


National Security Adviser 


Harold H. Neff, Special Assistant to the Secretary of the 
Army, Department of National Defense 


Political Adviser 
Albert F. Nufer, American Ambassador to El Salvador 


Labor Adviser 


John H. Q. Pierson, Special Assistant to the Under Secre- 
tary of Labor, Department of Labor 


Legal Adviser 
Seymour J. Rubin, Assistant Legal Adviser for Economic 
Affairs, Department of State 


Agricultural Adviser 

Robert B. Schwenger, Special Assistant to the Director, 
Office of Foreign Agricultural Relations, Department 
of Agriculture 


Nongovernmental Advisers 

John Abbink, Past Chairman, National Foreign Trade 
Council, Inc. 

Kenzie 8. Bagshaw, Chairman, Executive Committee, Na- 
tional Grange 

H. W. Balgooyen, Member, Advisory Group, International 
Economic Relations Committee, National Association 
of Manufacturers 

Homer L. Brinkley, Secretary-Manager, American Rice 
Growers Cooperative Association, National Council of 
Farmers Cooperatives 
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John Brophy, Director, Industrial Union Councils, Con- 
gress of Industrial Organizations 

John Dickey, President, Dartmouth College 

Elvin H. Killheffer, Member, Foreign Commerce Depart- 
ment Committee, U.S. Chamber of Commerce 

Lee Minton, President, Glass Bottle Blowers Association, 
American Federation of Labor 

Mildred Northrup, Associate Professor of Economics, 
Bryn Mawr College 

James G. Patton, President, National Farmers Union 

Wilbert Ward, Past President, Bankers Association for 
Foreign Trade. 

H. L. Wingate, President, Georgia Farm Bureau, American 
Farm Bureau Federation 


Technical Advisers 

George Bronz, Special Assistant to the General Counsel, 
Treasury Department 

Honoré M. Catudal, Adviser, Division of Commercial 
Policy, Department of State. 
Hubert F. Haylik, Acting Chief, Division of Investment 
and Economic Development, Department of State 
Edmund H. Kellogg, Specialist, Division of International 
Organization Affairs, Department of State 

Donald D. Kennedy, Chief, International Resources 
Division, Department of State 

John M. Leddy, Adviser, Division of Commercial Policy, 
Department of State 

Robert P. Terrill, Associate Chief, International Resources 
Division, Department of State 

Oscar Zaglits, Acting Head, Foreign Agricultural Policies 
Division, Office of Foreign Agricultural Relations, 
Department of Agriculture 


Liaison Officer 
Morris N. Hughes, First Secretary, American Embassy, 
Habana - 


Press Offieer 

Roger W. Tubby, Office of Special Assistant to the Secre- 
tary for Press Relations, Department of State 

Public Relations Officer 

Eleanor E. Dennison, Executive Secretary, Executive 
Committee on Economic Foreign Policy, Department 
of State 

Technical Secretary 

J. Robert Schaetzel, Special Assistant to the Director, 
Office of International Trade Policy, Department of 
State 

Executive Secretary 

Basil Capella, Division of International Conferences, 
Department of State 





General Assembly To Meet in Europe 


On November 15 the General Assembly of the 
United Nations voted to hold its session next 
year in Europe, the place to be decided later. The 
voting was 32 to 17, with 5 abstentions and 8 
absences. 











Second General Conference of UNESCO, Mexico City 


REMARKS BY THE CHAIRMAN OF THE U.S. DELEGATION 


On November 10, William Benton, Chairman of 
the U.S. Delegation to the Second General Confer- 
ence of the United Nations Educational, Scientific 
and Cultural Organization (Unesco), addressed 
the Conference at a plenary meeting in Mexico 
City, D.F., at which time he read the following tele- 
gram from President Truman: 


“To the Chairman of the United States Delega- 
tion to the General Conference of Unesco in 
Mexico City: I am confident that this Second 
General Conference of Unzsco will be able to 
strengthen the principle of free inquiry, free ex- 
pression, and free collaboration as a sound founda- 
tion for a lasting peace. The full support and best 
wishes of the American people are with you.” 


Mr. Benton made the following remarks in his 
address, the full text of which appears in Depart- 
ment of State press release 893 of November 10: 
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“We must, in examining the Director General's 
report, distinguish between what has been done and 
is being done and what is projected for the future. 


“T think it is unfortunate that our Executive 
Board, which has been closest to the Organiza- 
tion and the program, in its report of Saturday to 
the General Conference, ‘decided not to offer any 
comments on the contents of the (Director Gen- 
eral’s) report’. It does not seem to me that here 
is the leadership this conference needs. The dele 
gates here should be given the guidance of theit 
Executive Board. They are entitled to the views 
of the 18 men who have had the most intimate ex- 
perience with UNEs¢6o. 

“The United States Delegation last week unani- 
mously passed a resolution asking for the com- 
ments of the Executive Board on this report. 1 
suggest that this conference tell its Executive 
Board that it desires such comment in the future.” 
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INTERNATIONAL ORGANIZATIONS AND CONFERENCES 


The Inter-American Treaty of Reciprocal Assistance 


ARTICLE BY WARD P. ALLEN 


Background 


In February-March 19 ‘. shortly before the 
termination of the war in Kurope, the American 
republics met in the Inter-American Conference 
on Problems of War and Peace at Mexico City and 
agreed to expand their system of collective self- 
defense. The resulting agreement was the Act of 
Chapultepec, which declared that every attack of 
any state against an American state should be con- 
sidered as an act of aggression against the others 
and that whenever such aggression or threat of it 
occurred the signatories would consult in order to 
agree on measures to be taken, including the pos- 
sibility of the use of armed force. This act 
marked two advances over the previous Declara- 
tion of Habana in that: (1) no distinction was 
made between an attack by a non-American state 
against an American state and an attack by one 
American state against another; and (2) the use 
of force by the inter-American system was en- 
visaged for the first time. 

The Act of Chapultepec was, however, a tem- 
porary wartime measure in the form of a simple 
resolution and was concluded prior to the time 
when the adoption of the Charter of the United 
Nations set the permitted pattern for regional 
security arrangements. To translate the basic 
principles of the act into a permanent postwar 
treaty, consistent, as the act itself pledged, with 
the United Nations Charter, was the purpose of the 
Inter-American Conference for the Maintenance 
of Peace and Security held near Rio de Janeiro, 
Brazil, from August 15 to September 2, 1947, a 
procedure for which the Act of Chapultepec itself 
had provided. 

The Conference, attended by over 250 delegates 
and advisers from 20 American republics and in- 
cluding 16 Foreign Ministers, completed its labors 
in less than three weeks and reached formal agree- 
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ment on the precise terms of such a treaty for 
complete cooperation in mutual defense, com- 
mitting the American states to act collectively for 
the peace and security of the New World, in ac- 
cordance with the provisions of the United Nations 
Charter. Secretary Marshall, on his return from 
the Conference, characterized it as “the most en- 
couraging, the most stimulating international 
action since the close of hostilities.” * 

A total of&pproximately 150 proposals for pro- 
visions of the treaty were submitted for considera- 
tion of the Conference by the various governments, 
in addition to a large number of amendments, pro- 
posals, and changes informally put forward in 
the course of the deliberations of the Conference. 
It was the task of the various working and draft- 
ing committees to study these proposals and to 
eliminate, combine, improve, and coordinate such 
of them as were acceptable in the final document. 

The treaty as finally approved marks an even 
greater advance over the Act of Chapultepec than 
did that act over the Declaration of Habana and 
previous inter-American agreements. It lays a 
clear obligation on the parties to take positive 
action beyond mere consultation to assist in meet- 
ing an armed attack against any American state; 
it covers not only armed attacks and other acts of 
aggression but also “any other fact or situation 
that might endanger the peace of America”; it 
specifies the machinery and organs through which 
the community of American states will act in 
taking collective measures to meet such threats; it 
enumerates the possible measures to be taken 
against an aggressor and provides that the deci- 
sions of two thirds of the parties to employ these 
measures will bind all the parties except as 
regards the use of their own armed forces; and it 


* BULLETIN of Mar. 4, 1945, p. 339. 


* BULLETIN of Sept. 14, 1947, p. 501. 
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assures complete consistency with the provisions 
of the United Nations Charter. 


Analysis of the Treaty’ 


The preamble and articles 1 and 2 of the treaty 
seek by reference to the Act of Chapultepec and 
the United Nations Charter and by reiteration of 
guaranties for repudiation of the use of force to 
place the treaty in a setting of traditional inter- 
American desires for peaceful relations and to lay 
a foundation for the specific obligations contained 
in the subsequent articles. Thus, in articles 1 and 
2 the American republics pledge themselves “not 
to resort to the threat or the use of force in any 
manner inconsistent with the provisions of the 
Charter of the United Nations or of this Treaty” 
and to submit every controversy to methods of 
peaceful settlement, endeavoring to resolve it 
among themselves through inter-American pro- 
cedures before referring it to the United Nations. 
The language of these articles follows in general 
that of article 2, paragraph 4, of the United Na- 
tions Charter as the most recent acceptance of these 
principles by all the American republics. 

In the Act of Chapultepec there was no distinc- 
tion in treatment between the various types of ag- 
gression. However, the subsequently drafted 
Charter of the United Nations in dealing with the 
powers and authority of regional security arrange- 
ments draws a clear distinction between an “armed 
attack” and other acts or threats of aggression. In 
the former case, the members of a regional ar- 
rangement enjoy complete freedom to take what- 
ever measures, including armed force, they find 
desirable to meet the attack in the exercise of the 
right of individual or collective self-defense until 
the Security Council acts to restore peace. In the 
event of any other type of aggression, however, the 
prior authorization of the Security Council must 
be obtained before the members of a regional ar- 
rangement may take enforcement action, such as 
the imposition of economic sanctions, the use of 
armed force, et cetera.* The framers of the instant 


*For the text of the treaty and final act, see BULLETIN 
of Sept. 21, 1947, p. 565. 

*See articles 51 to 54 of the U.N. Charter. For an 
analysis of the Charter provisions dealing with regional 
arrangements, see “Regional Arrangements in the United 
Nations”, BuLLETIN of June 2, 1946, p. 923. 
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treaty decided, therefore, that the best way both 
to assure consistency with the Charter and to take 
full advantage of the freedom of action under the 
right of self-defense was to make a basic distine- 
tion in the treaty between armed attacks and other 
types of aggression. Thus, article 3 deals ex- 
clusively with armed attacks and article 6 with 
other aggressions. 

A second major threshold problem in the con- 
struction of the treaty was the necessity of decid- 
ing whether any distinction should be made be- 
tween an attack by one American state against 
another and an attack by a non-American power 
against a state of this Hemisphere. Notwith- 
standing a certain amount of support for such 
a view, the United States Delegation and others 
took the position that to do so would be a retreat 
from the Act of Chapultepec; that it would create 
the deceptive appearance of an alliance directed 
against non-Hemisphere countries; and that to 
fail to provide for prompt action against an Amer- 
ican aggressor would lessen the effectiveness of 
the treaty as a deterrent to aggression. This view 
prevailed in general. Thus, both the principle 
that an attack against one is an attack against all 
and the operative provisions for action to meet 
aggression apply without distinction as to whether 
the aggression was committed by a non-American 
state or an American state. In the latter case, 
however, the treaty provides (article 7) that the 
first objective of the collective action by the Amer- 
ican republics is to order the contending American 
states to suspend hostilities and restore the situa- 
tion to the status quo ante bellum. 


Specific Obligations in the Treaty 


A principal feature of the treaty is the twofold 
obligation laid upon the parties in the event of 
an armed attack. First, each one of the parties is 
obligated “to assist in meeting the attack” (ar 
ticle 3, paragraph 1). By this language the right 
of individual or collective self-defense recognized 
in article 51 of the United Nations Charter is con- 
verted into an obligation. The provision con- 
templates that the parties will begin to carry out 
their obligation to assist individually or collec 
tively prior to consultation, and in the case of 4 
sudden attack this element of time might prove 
decisive. This is an essential point of the treaty, 
and none of the subsequent provisions detract from 
the character of this obligation. 
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In such a case it was recognized as impractical 
to seek to determine in advance in the treaty itself 
the nature, timing, and exact extent of the im- 
mediate measures, and this determination is con- 
sequently explicitly given to each of the parties 
by the article. 

The second obligation in the event of an armed 
attack is contained in the following language: 
“The Organ of Consultation shall meet without 
delay for the purpose of examining those measures 
[the immediate measures of assistance] and agree- 
ing upon the measures of a collective character 
that should be taken.” (Article 3, paragraph 2.) 
This provision parallels that in the Act of Chapul- 
tepec and, although worded more in the form of 
a directive to the Organ of Consultation, is clear 
in the obligation it lays upon the parties to consult 
to agree upon collective measures. 

This article by its terms becomes operative 
whenever the armed attack occurs within any part 
of the territory of an American state or within 
any portion of a specified area which embraces 
both North and South America, including Canada 
and Alaska, together with Greenland, the arctic 
and antarctic regions of the Continent, and all of 
the area lying between. Although the initial re- 
action of the delegations to the concept proposed 
by Mexico of specifying such a geographic area 
was a divided one, those who favored it pointed 
out that the area is so broad as to include any re- 
gion in which a serious attack against an American 
republic is possible and that possible military ac- 
tion outside the area would not constitute such an 
immediate danger to the Hemisphere as to re- 
quire immediate automatic action in advance of 
consultation. 

In order to insure perfect harmony between this 
portion of the treaty and the Charter of the United 
Nations, paragraph 4 of this article stipulates, in 
the language of article 51 of the Charter, that the 
measures may be taken “until the Security Council 
of the United Nations has taken the measures nec- 
essary to maintain international peace and 
security”. 

Having thus provided for procedures to deal 
with an armed attack, it then remained to deter- 
mine what additional situations should be em- 
braced within the treaty and to agree upon the ac- 
tion to deal with them. A large number of pro- 
posals for specific language were put forward as 
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occasions for invoking the treaty, such as, for ex- 
ample, the occurrence of “reasons to believe an 
aggression is being prepared”, of “a conflict which 
may threaten or endanger continental peace”, of 
“a serious attempt” against the basic rights and 
freedom of the individual, of a situation that 
might endanger “the democratic structure of the 
American Continent”, et cetera. 

In view of the wide variety of these proposals 
and in view of the fact that under existing inter- 
American practice the widest latitude is granted 
for bringing the procedure of consultation into 
operation, it was finally decided to employ very 
general language in setting out the occasions, other 
than an armed attack, for invoking the treaty. 
Consequently the procedures and obligations in 
article 6 are operative whenever “the inviolability 
or the integrity of the territory or the sovereignty 
or political independence of any American State” 
is affected by: 


1. an act of aggression other than an armed at- 
tack ; 

2. an extracontinental or intracontinental con- 
flict; or 

3. any other fact or situation that might endanger 
the peace of America. 


Under the article, the occurrence of these events 
brings into operation similar but differently 
worded obligations. In case aggression is com- 
mitted, the parties will meet in consultation “in 
order to agree on the measures which must be 
taken . . . to assist the victim of the aggression”. 
In the case of an extracontinental conflict or of 
other situations that might endanger continental 
peace, the parties shall meet in consultation “in 
order to agree on . . . the measures which should 
be taken for the common defense and for the 
maintenance of the peace and security of the Con- 
tinent”. [Italics are the author’s. ] 

In the light of these obligations it is possible to 
appreciate the limited scope of the provision re- 
ferred to above which specifies the geographic 
area of an armed attack. The effect is that in case 
the attack occurs within the defined area, the two- 
fold obligation becomes immediately operative to 
assist in meeting the attack and to consult to de- 
cide upon collective measures (article 3). In the 
case of an armed attack outside the zone, the par- 
ties, though not required to give immediate auto- 
matic assistance, are nevertheless obligated under 
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article 6 to consult to agree upon the collective 
measures to be taken.* 

A subsequent article of the treaty enumerates 
in the following language the collective measures 
to be agreed upon in the consultation to meet either 
an armed attack or any other situation which would 
invoke the treaty: 

For the purposes of this Treaty, the measures on which 
the Organ of Consultation may agree will comprise one 
or more of the following: recall of chiefs of diplomatic 
missions; breaking of diplomatic relations; breaking of 
consular relations; partial or complete interruption of 
economic relations or of rail, sea, air, postal, telegraphic, 
telephonic, and radiotelephonic or radiotelegraphic com- 
munications; and use of armed force. (Article 8.) 

The statement that, “For the purposes of this 
Treaty, the measures ... will comprise .. .”, 
[italics the author’s] limits the freedom of action 
of the consultation in the sense that the specified 
measures set a minimum upon which agreement 
must be reached. In other words, although theo- 
retically the parties might fail to agree, they can 
not under the treaty, with one exception, agree 
upon measures less severe than the least severe of 
those listed in article 8. 

That exception is provided by article 7, which 
states that in the event of an inter-American con- 
flict in which the contending states are members of 
the regional arrangement, the first action of the 
consultation should be to call for a cessation of 
hostilities and a restoration of the status quo ante 
bellum. The call would presumably likewise be 
directed to any states which, under the obligation 
to assist in meeting the attack, had gone to the aid 
of the victim. While this request from the com- 
munity to cease hostilities would qualify the obli- 
gation of other states to assist the attacked state, 
it would not qualify their right to do so under the 
concept of individual or collective self-defense. 
Organs, Procedures, and Voting Provisions for 
Carrying Out the Treaty 

The treaty provides for both a regular and a 
provisional mechanism through which the consul- 
tations will take place and the decisions be taken. 
The normal organ of consultation will be a meeting 
of the Ministers of Foreign Affairs of the Ameri- 


* This analysis is set forth in greater detail in an official 
statement made at the Conference by the U.S. Delegation, 
the text of which may be found in the Butzertin of Sept. 
21, 1947, p. 573. 
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can states which have ratified the treaty, and the 
provisional organ may be the Governing Board of 
the Pan American Union until the Foreign Min- 
isters’ meeting can take place. These two bodies 
are established instruments of action in the inter- 
American system, and the designation of the 
Board to act provisionally facilitates prompt 
action under the treaty in the event of an 
emergency. 

In order to participate in decisions taken by 
these organs of consultation, the state must fulfil 
two conditions: (1) it must be a party to the treaty 
(article 14), and (2) in the case of a purely inter- 
American controversy, it cannot be a directly inter. 
ested party, i.e., an immediate and initial party to 
the dispute (article 18). 

All initial procedural and administrative deci- 
sions under the treaty are to be taken by an 
absolute majority of the states qualified to vote 
(article 16). Once the consultation is initiated, 
however, all decisions are to be taken by a vote of 
two thirds of the ratifying states (article 17). 

The requirement of two thirds reflects the view of 
the overwhelming majority of the American re- 
publics as expressed in consultations carried out 
prior to the Conference and represents a middle 
ground between the unanimity rule favored by 
Argentina and the majority rule proposed by 
Uruguay. The decision requiring two-thirds ma- 
jority was reached on the ground that such a 
majority is sufficiently high to assure that action 
taken will reflect the general collective will of the 
American community and can thus be made effec- 
tive, yet it avoids the possibility of paralyzing the 
operation of the treaty through the nonconcur- 
rence of a small minority. 

A significant advance both over previous inter- 
American agreements and, in some respects, over 
the present method of operation in the organs of 
the United Nations is the obligation accepted by 
the parties to comply (with one exception) with 
decisions of two thirds of them to put into effect 
the punitive measures enumerated in article 8 
This obligation is- embodied in the following 


language: 


Decisions which require the application of the measures 
specified in Article 8 shall be binding upon all the Signa- 
tory States which have ratified this Treaty, with the sole 
exception that no State shall be required to use armed 
force without its consent. (Article 20.) 
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This means that when two thirds of the voting 
parties decide that the chiefs of diplomatic mis- 
sions should be recalled from a country, diplo- 
matic or consular relations broken, or economic, 
transport, or communications relations inter- 
rupted, each of the parties is bound to carry out 
the decision, although it may have voted against. 
it. Although the exact scope of this “sole excep- 
tion” in relation to the measures enumerated oc- 
casioned some debate in the committee of the Con- 
ference, it was agreed that the language clearly 
means that as to any other decisions under this 
treaty reached by the consultation the parties are 
bound only to the extent that they concur therein. 


The consequences of this binding effect of a two- 
thirds decision to employ punitive measures is of 
particular significance for the United States and 
such other American states as may be members of 
the Security Council of the United Nations, since 
it would be determinative of their position in the 
Security Council whenever the Council is re- 
quested to grant authorization to the regional ar- 
rangement to take “enforcement action”, such as 
the collective severance of diplomatic or economic 
relations in the case of aggression other than an 
armed attack. 

One other provision of the treaty deserves 
special mention. Article 10 provides that— 


None of the provisions of this Treaty shall be construed 
as impairing the rights and obligations of the High Con- 
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tracting Parties under the Charter of the United Nations. 


This assures complete consistency with the United 
Nations Charter and harmony between the 
regional and world security systems and is a fur- 
ther indication that the assumption by the Amer- 
ican republics of special security obligations under 
the treaty does not imply any change in attitude 
toward their basic obligations under the United 
Nations Charter for the maintenance of general 
peace and security. 

The treaty was signed by 19 of the 21 American 
republics in Rio de Janeiro at the conclusion of 
the Conference. The two countries which did not 
sign were Nicaragua and Ecuador, the former be- 
cause disturbed internal conditions led the other 
republics to conclude that there was no govern- 
ment to whom an invitation could appropriately 
be sent and the latter because the overthrow of the 
previous government during the Conference led 
the other republics to conclude that the Ecuadoran 
Delegation lacked the requisite credentials to 
sign. However, by its terms the treaty remains 
open for the signature of these countries, as well 
as of other American states, as original parties. 

The treaty will come into effect upon ratification 
by two thirds of the signatories. The ratifications 
of Mexico and the Dominican Republic have 
already been deposited, and action looking toward 
ratification by the United States will be taken at 
an early date. 


Provisional U.S. Delegation to Foreign Ministers Conference 


[Released to the press November 14] 


There follows the provisional list of the princi- 
pal officers of the United States Delegation to the 
Fifth Session of the Council of Foreign Ministers 
which convenes at London on November 25, 1947: 


United States Member 
George C. Marshall, Secretary of State 


Special Advisers 

Lewis C. Douglas, American Ambassador to the United 
Kingdom 

Walter Bedell Smith, American Ambassador to the 
U.S.8.R, 

John Foster Dulles, New York 

Lucius D. Clay, General, U.S.A., Military Governor (U.8.) 
for Germany 
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Geoffrey Keyes, Lt. Gen., U.S.A., U.S. High Commissioner 
on Allied Council for Austria 

Deputy U.S. Member for Germany 

Robert D. Murphy, U.S. Political Adviser, Berlin 

Deputy U.S. Member for Austria 

Joseph M. Dodge, Detroit 

Special Assistant to the U.S. Member 

Carlisle H. Humelsine, Special Assistant to the Secretary 
of State, Department of State 

Advisers 

Charles E. Bohlen, Counselor, Department of State 

Charles E. Saltzman, Assistant Secretary of State for 
Occcupied Areas 

John G. Erhardt, American Minister to Austria 


John D. Hickerson, Director, Office of European Affairs, 
Department of State 
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James W. Riddleberger, Counselor, Office of U.S. Political 
Adviser, Berlin 

Jacques J. Reinstein, Special Assistant to the Assistant 
Secretary of State for Economic Affairs, Department 
of State 

Julius C. C. Edelstein, Special Assistant to Assistant Sec- 
retary of State for Occupied Areas, Department of 
State 

Fritz Oppenheimer, Special Assistant to the Legal Adviser, 
Department of State 

Edwin M. Martin, Chief, Division of Occupied Areas Eco- 
nomic Affairs, Department of State 

Jacob D. Beam, Chief, Division of Central European Af- 
fairs, Department of State 

David Ginsburg, Special Consultant, Department of State 

Raymond Goldsmith, Economic Consultant, Department 
of State 

Covey T. Oliver, Associate Chief, Division of Occupied 
Areas Economic Affairs, Department of State 

John C. deWilde, Associate Chief, Division of Occupied 
Areas Economic Affairs, Department of State 

Walter J. Levy, Economist, Division of International and 
Functional Intelligence, Department of State 

Francis T. Williamson, Assistant Chief, Division of Cen- 
tral European Affairs, Department of State 


Assistants 

Carmel Offie, Office of U.S. Political Adviser, Berlin 

William Salant, Division of Occupied Areas Economic 
Affairs, Department of State 

Leon W. Fuller, Division of Central European Affairs, 
Department of State 

Katharine Kellock, Division of Occupied Areas Economic 
Affairs, Department of State 


Advisers on Military Government 
Four full-time members to be designated by General Clay 


Military and Naval Advisers 

Richard L. Conolly, Admiral, U.S.N., Commander, U.S. 
Naval Forces, Eastern Atlantic and Mediterranean, 
London 

Henry A. Byroade, Colonel, U.S.A., General Staff, U.S. 
Army, Department of National Defense 

Philip H. Greasley, Colonel, U.S.A.F., General Staff, U.S. 
Army, Department of National Defense 


Policy Information Officer 
Bromley K. Smith, Office of the Secretary, Department of 
State 


Secretary General 

Warren Kelchner, Chief, Division of International Con- 
ferences, Department of State 

Special Assistants to the Secretary General 


Walter W. Sohl, Division of International Conferences, 
Department of State 

Frances E. Pringle, Division of International Confer- 
ences, Department of State 


Press Relations Officer 


Michael J. McDermott, Special Assistant for Press Rela- 
tions, Department of State 
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Public Affairs Officers 

Victor M. Hunt, Office of Information and Educational 
Exchange, Department of State 

J. David Penn, International Broadcasting Division, De 
partment of State 

Political Secretary 

Robert D. Coe, First Secretary of Embassy, London 


Technical Secretaries 

Kenyon C. Bolton, Division of International Conferences, 
Department of State 

Michael R. Gannett, Third Secretary of Legation, Vienna 

William M. Franklin, Division of Historical Policy Re- 
search, Department of State 

Assistant Technical Secretary 

Ruth Briggs, American Embassy, Moscow 


Documents Officer 

Henry L. Trepagnier, Jr., Far Eastern Commission, 
Department of State 

Language Services Officer 

Alexis B. Tatistcheff, Division of Language Services, 
Department of State 

Administrative Secretary 

Lawrence C. McCutcheon, Executive Officer, Office of 
Departmental Administration, Department of State 


Secretaries 
Kingdon W. Swayne, Third Secretary of Embassy, London 
Seaborn P. Foster, Attaché, American Embassy, Paris 


Communications Officer 


Paul E. Pfeiffer, Division of Communications, Department 
of State 





Bulletin Supplement.on Greek Problem 


The General Assembly and the Problem of 
Greece will be the title of the BuLLETIN Supple- 
ment to the issue of December 7. The supple- 
ment will contain two articles by Harry N. 
Howard, who served as Adviser to the U.S. 
Delegation on the Commission of Investigation 
Concerning Greek Frontier Incidents; the first 
article treats of the discussion in the General 
Assembly preliminary to the establishment of a 
Special Balkan Committee for a continuation of 
the United Nations investigation, and the second 
reviews the evidence submitted to the Commis- 
sion by the Subsidiary Group. 
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Trade Policy in Perspective 


THE RECORD OF THE WEEK 


BY CLAIR WILCOX! 


DIRECTOR OF THE OFFICE OF INTERNATIONAL TRADE POLICY 


The United States, during and since the war, 
has consistently worked for the reestablishment 
of conditions conducive to freer trade. It has 
sought to obtain assurance that currencies will be 
made convertible, that exchange rates will be 
stabilized, that exchange controls and import and 
export quotas will be virtually abolished, that con- 
trol of trade will be accomplished almost entirely 
through tariffs, that tariffs will be substantially 
reduced, that exchange-control and quota systems, 
where they survive, will be administered without 
discrimination, and that tariff preferences will 
eventually be eliminated. It has sought these 
things because it believes that the volume of inter- 
national trade should be larger than it was before 
the war, that bilateralism in trade should give way 
to multilateralism, and that discrimination should 
give way to equal treatment for the trade of all 
friendly states. 

Bilateralism in trade, of course, is akin to barter. 
Under this system you may sell for money, but 
you cannot use your money to buy where you 
please. Your customer insists that you must buy 
from him if he is to buy from you. Imports are 
directly tied to exports, and each country must 
balance its accounts, not only with the world as 
a whole, but separately with every other country 
with which it deals. Particular transactions, to 
be sure, are always bilateral; one seller deals with 
one buyer. But under multilateralism the pattern 
of trade in general is many sided. Sellers are not 
compelled to confine their sales to buyers who will 
deliver them equivalent values in other goods. 
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Buyers are not required to find sellers who will 
accept payment in goods that the buyers have 
produced. Traders sell where they please, ex- 
changing goods for money, and buy where they 
please, exchanging money for goods. This ar- 
rangement is the rule in the domestic market; it 
has had its counterpart in international trade. 
Thus, in the years before the war, we bought from 
Brazil twice what we sold her and from Malaya 
ten times as much as we sold her while, at the same 
time, we sold the River Plate countries twice and 
the United Kingdom three times as much as we 
bought from them. And this is the sort of a trad- 
ing pattern that we should like to have restored. 

The case against bilateralism is a familiar one. 
By reducing the number and the size of the trans- 
actions that can be effected, it holds down the 
volume of world trade. By restricting the scope 
of available markets and sources of supply, it 
forces disadvantageous transactions and limits the 
possible economies of international specialization. 
By freezing trade into rigid patterns, it hinders 
accommodation to changing conditions. Bilater- 
alism places the essential decisions as to the volume 
of trade, the direction of exports, and the sources 
of imports in the hands of the state. It substi- 
tutes the judgment of the bureaucrat for the judg- 
ment of the market place. It begets discrimina- 
tion. It tends to shift the emphasis in commercial 
relations from economics to politics. 

A multilateral trading system, on the contrary, 


* Address delivered before the Foreign Traders Associa- 
tion of Philadelphia, Pa., on Nov. 13, 1947, and released 
to the press on the same date. 
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makes for a larger volume of trade, for greater 
economy in production, and for readier adjust- 
ment to changing conditions. It permits the 
trader to follow market opportunities in a search 
for purely economic advantage. It establishes 
conditions that are conducive to the preservation 
of private enterprise. It permits the policy and 
encourages the practice of nondiscrimination. It 
places its emphasis on economics, not on politics. 

The United States is not alone in recognizing 
that the world would be better off if barriers to 
trade were to be reduced, multilateralism re- 
stored, and discrimination abandoned. All of the 
leading trading nations have given repeated ex- 
pression, during recent years and months, to this 
belief. It was written into the Atlantic Charter 
in 1941, into the lend-lease agreements in 1942, 
into the articles of agreement of the International 
Monetary Fund and the International Bank for 
Reconstruction and Development in 1944, into the 
Anglo-American financial agreement in 1945, and 
into notes exchanged between the United States 
and several other countries during 1945 and 1946. 
It is fundamental to the charter for an Interna- 
tional Trade Organization, which was prepared 
by a committee of 17 nations meeting successively 
in London, New York, and Geneva between Octo- 
ber 1946 and September 1947 and will be consid- 
ered by a United Nations Conference on Trade 
and Employment which will convene in Habana 
on November 21. 

The desirability, and indeed the necessity, of re- 
ducing barriers to trade was recognized explicitly 
by the 16 nations belonging to the Committee of 
European Economic Cooperation, whose report, 
addressed to Secretary Marshall, in response to 
his proposal, was published on September 24. “Te 
achieve the freer movement of goods, the partici- 
pating countries are resolved”, in the words of the 
report, “to abolish as soon as possible the abnormal 
restrictions which at present hamper their mutual 
trade” and “to aim, as between themselves and the 
rest of the world, at a sound and balanced multi- 
lateral trading system based on the principles 
which have guided the framers of the draft char- 
ter for an International Trade Organization.” 

The most recent and the most striking expres- 
sion of the general determination to reestablish the 
conditions of freer trade is found in the general 
agreement on tariffs and trade which was con- 
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cluded among 23 nations after six months of nego- 
tiations at Geneva on October 30. These nations 
carried on three quarters of the world’s trade 
before the war; they handle a much larger frac- 
tion at the present time. The agreement covers 
two thirds of the trade among the members of the 
group. It provides for substantial reductions in 
duties on some products, the binding of low rates 
of duty on others, and the binding of free entry 
on still others. It reduces preferences affecting a 
large part of our trade with the British Common- 
wealth and eliminates preferences on a long list of 
products which we export to the various countries 
of the Commonwealth. And these concessions are 
safeguarded by general provisions that are de- 
signed to prevent participating countries from 
canceling them out by resorting to other forms of 
restriction or discrimination. These provisions 
cover restrictive methods of customs administra- 
tion, discriminatory internal taxes and regula- 
tions, import quota systems and exchange controls, 
and the operations of state-trading enterprises. 
They insure the application of the principle of 
most-favored-nation treatment to a major part of 
the world’s trade. This agreement is without pree- 
edent in history. It includes more countries, cov- 
ers more trade, involves more extensive action, and 
represents a wider area of agreement on policy 
than any trade agreement that has ever been con- 
cluded in the past. 

This record is impressive; it is encouraging; it 
gives real ground for hope. Unfortunately, how- 
ever, it does not tell the whole story. Even at the 
best it is not to be expected that these professions, 
however genuine, or these commitments, however 
binding, will produce a trade millennium in this 
year or the next. For there is a wide divergence 
in trade policy today between principle and prac- 
tice. Principle points toward the maintenance 
and even, for some countries, toward the intensifi- 
cation of restrictions. Almost every country out- 
side of the United States controls exchanges, re- 
quiring exporters to surrender their earnings of 
foreign currencies to the government and forbid- 
ding importers to spend foreign currencies with- 
out permission of the government. Many coun- 
tries impose direct controls on their foreign trade, 
some of them forbidding exporters to sell without 
a license and most of them forbidding importers 
to buy without a license. Several countries con- 
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duct some part of their foreign trade through pub- 
lic monopolies, thus exercising complete authority 
over sales and purchases. In Europe, partic- 
ularly, trade is conducted through a network of 
short-term agreements between pairs of gov- 
ernments under which each party undertakes to 
license the exportation to the other of certain 
quantities of certain goods, and both parties un- 
dertake to minimize transfers of currency by 
making payments through clearing accounts in 
their respective national banks. It is required, 
moreover, that purchases and sales in each of these 
bilateral- arrangements shall balance. And this 
means, in effect, that the trade of Europe and a 
large part of the trade of the whole world has been 
thrown back from the civilized economy of money 
to the primitivism of barter. 

Nor is the end of this unhappy business yet in 
sight. Nineteen hundred and forty seven has been 
a year of crisis in world trade. Instead of shrink- 
ing, exchange controls and quota systems have 
taken on a larger scope. Instead of relaxation, 
they have been intensified. Instead of declining, 
discrimination is on the rise. Instead of disap- 
pearing, bilateral agreements, swapping promises 
of export licenses and setting up clearing accounts, 
have been renewed and multiplied. And even in 
the Articles of Agreement of the International 
Monetary Fund, the charter for an International 
Trade Organization, and the general agreement 
on tariffs and trade one finds exceptions that will 
permit restrictionism and discrimination to sur- 
vive. The most important of these exceptions are 
temporary; they are subject to prescribed condi- 
tions; and they are surrounded by careful safe- 
guards. But they offer no assurance that the con- 
ditions that govern the trade of the world will 
shortly be set to rights. Indeed, before these con- 
ditions get better it is even possible that they may 
take a turn for the worse. 

We are confronted here with a striking con- 
trast. On the one hand we have the repeated rec- 
ognition by many countries of the desirability of 
clearing the channels of trade. On the other hand 
we have the imposition by many of these same 
countries of increasingly stringent restrictions on 
trade. What is the explanation for this divergence 
between principle and practice? Why do words 
move in one direction and deeds in another? 

If we are to answer this question, we must first 


November 23, 1947 


THE RECORD OF THE WEEK 


attempt to understand the peculiar position which 
our country has come to occupy in its economic 
relations with the other countries of the world. 
As production abroad has declined during and 
since the war, production here has risen. We have 
increased our physical output of goods and services 
by more than half, the size of our productive plant 
by nearly half. The United States today accounts 
for approximately half of the world’s economic 
activity. And this fact is reflected in our foreign 
trade. 

We are exporting goods and services, in 1947, 
at the rate of 19 billion dollars a year. Our exports 
of goods, at more than 15 billion dollars, are three 
to four times the figures reached during the ’twen- 
ties and five times those recorded in the years be- 
fore the war. Our total imports, however, are 
running at only 8 billion dollars. And this means 
that our exports are exceeding our imports by 11 
billion dollars a year. 

Certainly such figures are impressive in them- 
selves. But it is not until they are broken down 
into their component parts that one begins to real- 
ize just what they involve. For this general lack 
of balance is reflected in our trade in every cate- 
gory of goods and services and with every other 
region in the world. In manufactured goods we 
sell five times as much as we buy. In services we 
sell three times what we buy. And even in food- 
stuffs and raw materials, our sales are almost 
equal to our purchases. Our exports are outrun- 
ning our imports for Europe by nearly 5 billion 
dollars, for North America by 134 billion dollars, 
for South America by 11, billion dollars, for Asia 
by 1 billion dollars, and for Africa by over % 
billion dollars. Cuba is the only important trad- 
ing country from whom we buy more than we 
sell. 

These are the facts. And it is clear that they do 
not conform to the pattern of multilateral trade. 
If trade were truly .multilateral we might still 
export a surplus of some goods and services. But 
we should be taking payment by importing a sur- 
plus of others. We might still sell more to Europe 
than we bought. But we should be taking pay- 
ment by buying more from Asia and from South 
America than we sold. With some allowance for 
lending we should balance our accounts, not with 
any single country, but with the world as a whole. 
Now, however, we are in the position of selling 
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everything to everybody and buying too little of 
anything from anybody. We are creditor to all 
and debtor to none. 

As a consequence the other nations of the world 
are unable to earn the dollars with which to pay 
for the quantities of goods and services that we 
are now supplying them. This situation has been 
variously described as a dollar shortage, a dollar 
famine, and a dollar crisis. But the words de- 
scribe the symptom rather than the cause of the 
disease. The cause is to be found in the economic 
consequences of a war that was more destructive 
than any in the previous history of the world. 

Here are the casualties: Two important indus- 
trial countries—Germany and Japan—are out of 
production. Elsewhere, in Europe and in Asia, 
centers of industry have been laid waste. Plant, 
machinery, and equipment have been destroyed, 
stolen, or under-maintained. Damages have yet 
to be repaired. Transportation facilities have 
been destroyed and services disrupted. Stocks of 
materials have been depleted. Fields have gone 
for years unfertilized. Workers have been killed, 
displaced, deported. They have suffered from 
malnutrition, exhaustion, and disease. Strength, 
skill, and morale have been impaired. The nor- 
mal flow of goods and services has been inter- 
rupted. Markets have been lost; producers have 
been cut off from sources of supply. Economic 
disorganization has spelled financial instability, 
inflation, and chaos in exchange relationships. 
Everywhere the future is uncertain, and enter- 
prise finds little ground for confidence. The re- 
sult is retarded recovery and lost production. And 
here we have the obverse of the coin. The dollar 
shortage is a production shortage. The dollar 
famine is a production famine. The dollar crisis 
is a production crisis. 

We have here the basic cause of the imbalance 
that now afflicts the world’s trade. On the one 
hand an extraordinary demand for American 
goods—not only for the materials, machinery, and 
equipment that we alone can supply, but also for 
the food and fuel that other peoples would nor- 
mally be producing for themselves. On the other 
hand an inability to produce and ship to us, in 
payment, the quantities of goods that we stand 
ready and willing to receive. The consequence is 
a drain on foreign reserves of gold and dollars 
that would spell bankruptcy if it were not con- 
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trolled. And so it is necessary to tighten restric. 
tions on imports so that scarce currencies, instead 
of being dissipated in the importation of non- 
essentials, may be conserved for the purchase of 
the most necessary goods. It would be foolhardy, 
in the circumstances, to do anything else. 

It is clear now that we had failed to realize the 
difficulties of reconstruction ; that we had underes- 
timated the damage done by war; that we had 
overestimated the speed with which recovery might 
be achieved. And now, as if the war itself were 
not enough, Europe has been visited, in rapid sue- 
cession, by a freeze, a flood, and a drought. The 
convertibility of sterling, reestablished last July 
under the terms of the British loan agreement, 
could not be maintained. The world-wide hunger 
for dollars provoked a run on the Bank of England, 
Its reserves of dollars rapidly approached exhaus- 
tion and, in an atmosphere that verged on panic, 
convertibility was dropped. 

As in any epidemic, disease spreads from centers 
of infection and healthy organisms are attacked, 
Countries that were not devastated by war, where 
manpower, plant, and equipment are unimpaired 
and production is in full swing, still have no assur- 
ance of immunity. In many cases such countries 
have normally bought more from the United States 
than they sold here and earned their dollars by sell- 
ing elsewhere in the world. But now they find 
themselves selling on credit or taking money they 
cannot convert. As a consequence they too must 
husband their reserves of gold and dollars if they 
are to fend off insolvency. And the way they do 
it is to impose restrictions on their import trade. 
In a world where currencies are inconvertible, 
where accounts are balanced bilaterally and goods 
are bartered for goods, it is difficult for smaller 
countries to follow the rules of multilateral trade. 
Ina highly integrated world economy, none but the 
strongest can take a wholly independent line. 

This is the situation. What can be done about 
it? The first step—and- the most obvious one—is 
the promotion of reconstruction and recovery in 
western Europe, the center, before the war, of half 
of international trade. Restrictionism, bilateral- 
ism, and discrimination are the fruits of financial 
instability and extreme scarcity. As the countries 
of Europe get back onto their feet; as production 
is resumed and goods once more become available 
in relatively large supply, the need for these prac 
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tices will disappear. The second step is the appli- 
cation, in full force, of the provisions of the 
Articles of Agreement of the International Mone- 
tary Fund, the general agreement on tariffs and 
trade, and the proposed charter for an Interna- 
tional Trade Organization that are designed to put 
an end to restrictive and discriminatory practices. 
For it is only by subjecting them to international 
control that we can really be assured that these 
practices, even though rendered unnecessary, will 
not, in fact, continue to clog the channels of world 
trade. 

In all of this we must have patience. We must 
not count on miracles. Reconstruction, as we have 
now learned from experience, is a slow business. 
It will take time. 

It is not to be expected, for instance, that the 
general agreement on tariffs and trade will imme- 
diately result in an over-all increase in exports 
from the United States. It will, of course, make 
it easier for the producers of many products to 
compete for sales in many markets all over the 
world. Buta large increase in exports at the pres- 
ent time would serve but to exaggerate a problem 
that is already serious. And this is neither to be 
anticipated nor desired. 

It is not to be expected, either, that the Geneva 
agreement will immediately bring into the United 
States a volume of imports so large that the exist- 
ing imbalance in the world’s trade will be re- 
moved. The agreement should help in some meas- 
ure. But our trade cannot again be brought to 
balance until foreign production is restored. 

The significance of the Geneva agreement is to 
be found, not in an overnight shift in exports or 
imports, but in its long-run influence on the poli- 
cies of the principal nations engaging in world 
trade. So too with the articles of agreement of 
the Monetary Fund and the proposed charter of 
the Ivo. Each of these instruments is directed 
toward the reestablishment of the conditions 
under which trade can flourish and individual en- 
terprise throughout the world can take a new lease 
on life in more normal times. 

International commitments to principle in trade 
policy, as we have seen, call for the removal of 
restrictions, for multilateralism, and for equality 
of treatment among all friendly states. But cur- 
rent practice in trade policy is characterized by an 
increase in restrictions, bilateralism, and discrimi- 
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nation. The explanation of the contrast is to be 
found in the factor of time. Current practice is 
dictated by the disturbed conditions of an economy 
torn by war, whose reconstruction is as yet far from 
complete. Commitments to principle are con- 
cerned with the rules that will govern interna- 
tional commerce as the world works its way back 
to stability, prosperity, and peace. 

If reconstruction must come first, as indeed it 
must, it may well be asked why we concern our- 
selves today with policies whose application will 
in considerable measure be delayed. The answer 
is emphatic. If we do not now see to it that our 
long-run policies are right, we shall find ourselves 
confronted, at the end of the recovery program, 
with restrictions hardened into a mold too tough 
to break. There would be little sense in making 
heavy contributions to reconstruction if we had 
small hope that conditions, in the nineteen-fifties, 
would be any better than they are today. We must 
know, as we work our way out of the chaos left by 
war, in what direction we are headed, and why. 
We have an opportunity now to put the trading 
policies of nations back on the rails and start them 
moving toward a better day. This is what we 
sought to do at Bretton Woods and at Geneva. 
This is what we shall seek to do at the conference 
that opens at Habana in the coming week. This 
has been our purpose ever since the war. It will 
remain our purpose in the months that lie ahead. 


Extension of Time for Renewing Trade-Mark 
Registrations by Nationals of France and the 
Netherlands 


The President, by proclamation of November 
10, 1947, has granted an extension of time to and 
including June 30, 1948, for renewal of registra- 
tion of trade-marks of nationals of France in the 
United States, with respect to registrations which 
expired after September 3, 1939, and before July 
5, 1947.1 Also by proclamation of November 10, 
the President has granted an extension of time 
for renewal of registration of trade-marks of na- 
tionals of the Netherlands in the United States, 
under the above conditions.? 


* Proclamation 2754 (12 Federal Register 7381). 
? Proclamation 2755, ibid. 
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Publication Plans for Captured German Documents 


STATEMENT BY THE SECRETARY OF STATE 


[Released to the press November 12] 
The Department has been assured by the Army 
that no texts of any of the German Foreign Office 
documents in United States custody have been 
released to the press and that it is not the intention 
of the Army to release these documents to the 
press. The Army has further informed the 
Department that no information relative to the 
German-Russian negotiations appeared in the 
German press that has not already been printed 
in American and British newspapers over a year 
ago. 
With respect to our plans for publication of all 
these captured documents: 


In June 1946 the British Foreign Office and our 
Department of State entered into an agreement 
for the purpose of editing and publishing a series 
of volumes of German Foreign Office and related 
documents which would give a complete and 
accurate account of German diplomacy relating to 
World War II. It was proposed to call in top- 
flight outside scholars who would do this job on a 
completely objective and scholarly basis. It was 
an unprecedented act in the direction of open 
diplomacy on the part of the Department of State 
and the Foreign Office. The idea and hope were 
that in this way we would be able to present to the 
world a documentary record which would carry 
conviction and would be of vast assistance in the 
reeducation of the German people and the en- 
lightenment of American and world opinion 
generally. 

Early this year the French Government re- 
quested permission to come into the project and 
was permitted to do so. It is, therefore, on a 
tripartite basis. 


* Butietins of Oct. 13, 1946, p. 690; Feb. 2, 1947, p. 211; 
and June 8, 1947, p. 1136. 
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These documents were captured by the Amer- 
ican and British forces toward the end of the war 
and are now in the American sector of Berlin 
under the immediate control of American authori- 
ties. 

The Department has a team of eminent profes- 
sional scholars engaged on this editorial work, 
Dr. Raymond Sontag, professor of history, Uni- 
versity of California, has been called in as Amer- 
ican editor-in-chief of the project, and Dr, 
Malcolm Carroll, professor of history, Duke 
University, is assistant editor, in charge of the 
operations in Berlin. The British and French 
Governments also have staffs of eminent profes- 
sional historians working with our staff. The 
staff has been working since September 1946 and 
hopes to make the final selection of documents for 
the first set of volumes early next year. 

It is the aim of the Department to expedite the 
publication of all relevant materials on the subject 
of German war policies. We desire to publish 
groups of documents which tell a complete story. 





Overseas Surplus Report Sent to Congress 
[Released to the press by OFLC October 31] 
United States property overseas totaling over 
$10,000,000,000 (procurement cost) has been de- 
clared surplus to the Office of the Foreign Liquida- 
tion Commissioner according to the seventh quar- 
terly report transmitted to the Congress on Oc- 
tober 31 by Acting Secretary of State Robert A. 
Lovett. Eighty-two percent of the property has 
already been disposed of with a return to the Gov- 
vernment of 22 percent of the original cost. Offers 
of substantial quantities of property have been 
made in Europe during the past quarter, and & 
considerable volume of sales on a selective basis 
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through the “site sales” plan has resulted, Mr. 
Lovett stated, adding that through these sales the 
bulk of the property most useful in the restoration 
of the European economy has already been com- 
mitted. 

Throughout the world bulk sales to 10 major 
countries have realized a return of $945,000,000 on 
a total original cost of $5,154,000,000, Maj. Gen. 
Donald H. Connolly, Foreign Liquidation Com- 
missioner, said on October 31 in commenting on 
the quarterly report of his global organization. A 
declining rate of sales continues to reflect the in- 
creasing difficulty of selling residual surpluses, 
coupled with the handicaps imposed by transpor- 
tation problems outside the Western Hemisphere, 
the report states. 

New operations reported during the quarterly 
period include the first offers for sale to American 
business interests of German industrial plants de- 
clared as reparations for the United States. The 
plants, which include an aluminum-foil process- 
ing plant, Aluminumwerke Tscheulin at Teningen, 
Germany, and two chemical plants, Dynamit A.G. 
at Geestacht-Krummel and Paraxol at Lippolds- 
burg, are currently being offered for sale for use 
in the United States or a third country. 

Information concerning the second bulk sale of 
surpluses to the Italian Government is also re- 
ported by Ortc as are operations under the Philip- 
pine rehabilitation act. 


Sentenced Rumanian Opposition Leader Pro- 
claimed Champion of Democratic Ideals 


Statement by the Secretary of State * 


The views of the United States Government con- 
cerning the denial of human rights in Rumania 
through the arbitrary arrest and inhuman treat- 
ment of Rumanian opposition elements have been 
expressed in several statements given to the press 
during recent months.? The trial which has just 
concluded conforms to the general pattern of all 
such political trials in that area (notably the judi- 
cial travesty of the Petkov trial in Bulgaria), 
whose evident purpose is to eliminate every vestige 
of democratic opposition to the Communist-domi- 
nated regimes. The stature of Mr. Maniu as an 
outstanding champion of democratic ideals in 
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eastern Europe over many years is unaffected by 
the sentence which has been imposed upon him. 


Procedure for Filing War 
Claims in Greece 
[Released to the press November 3] 

The Department of State has been informed 
that American nationals may apply to the Direc- 
tion of Economic Affairs of the Greek Ministry 
for Foreign Affairs for assistance in recovering 
looted property which was removed or is presumed 
to have been removed from Greece during World 
War II. It is the responsibility of the govern- 
ment of the Allied country from which property 
has been removed by enemy forces during the war 
to report the removal of such property to the 
proper authorities in the countries to which the 
property may have been taken. The principle 
that looted property which is discovered in ex- 
enemy territory will be delivered to the govern- 
ment of the country from which it was removed 
has been established for Germany by the Allied 
Control Authority, for the American zone in Aus- 
tria by the United States Government, and for 
Bulgaria, Hungary, Italy, and Rumania by peace- 
treaty provisions. 

Proceedings for the recovery of property invol- 
untarily transferred as a result of the occupation 
may be instituted with the General Accounting Of- 
fice, Direction IX, Ministry of Finance, Athens. 
The time limit for the filing of petitions for annul- 
ment of transfers expired on February 28, 1947. 
Petitions initiated after that date must be filed 
through the General Accounting Office, where they 
are examined to determine the possibility of settle- 
ment, 

For statistical reasons the Greek Government 
has collected data submitted on war damage to 
property, but for the time being payment of 
compensation is not contemplated. American cit- 
izens whose property in Greece suffered war dam- 
age may submit statements on the damage in- 
curred. The acceptance of such statements by the 
General Accounting Office, however, should not be 
construed as a commitment that compensation will 
be paid. 


* Made at his press conference on Nov. 12, 1947, when 
asked for a comment concerning the Maniu trial at Bu- 
charest, and released to the press on the same date. 

* Buttetin of July 1, 1947, p. 38; Aug. 17, 1947, p. 329. 
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American Political and Strategic Interests in the 


Middle East and Southeastern Europe 


BY LOY W. HENDERSON ' 
DIRECTOR OF THE OFFICE OF NEAR EASTERN AND AFRICAN AFFAIRS 


The primary objective of our foreign policy is 
the maintenance of world peace on the basis of the 
principles incorporated in the Charter of the 
United Nations. Our foreign policies have addi- 
tional aims, such as the promotion of the prosper- 
ity and well-being of the peoples of the United 
States and of other nations, but all our foreign- 
policy aims are subordinated to, or supplementary 
to, the primary objective which I have just stated. 
If this objective is to be attained, the Government 
of the United States must take an active interest 
in any area in which there are situations menacing 
world peace. Such situations exist at the present 
time in the Middle East and southeastern Europe. 

It is in keeping with our primary foreign-policy 
objective that in this area we should be pursuing a 
policy of endeavoring to prevent these situations 
from developing into great armed conflicts. Our 
political and strategic interests in the Middle East 
and southeastern Europe are derived from this 
policy. They are essentially of a peaceful char- 
acter. 

It must be recalled that the Middle East and 
southeastern Europe are of tremendous strategic 
value. They form great common highways be- 
tween the East and the West. They possess rich 
agricultural resources and extensive mineral 
wealth. 

So great is the strategic value of the Adriatic 
and Aegean Seas that during the last 2,500 years 
many wars have been fought for the control of 
them. During the last 300 years similar rivalry 
with respect to the Straits connecting the Black 
and Mediterranean Seas has contributed to a 
whole series of armed conflicts. Various great 
powers for the last half century have been look- 
ing with envious eyes upon the Suez Canal, that 


* Address delivered before the Academy of Political 
Science in New York, N.Y., on Nov. 12, 1947, and released 
to the press on the same date. 
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strategic link between the seas of the East and 
West. 

The construction of highways, railways, and air- 
fields during recent years has stimulated the eco- 
nomic development and at the same time enhanced 
the strategic value of the Middle East. For ex- 
ample, the new railway and the highways con- 
necting the Caspian Sea with the Persian Gulf 
did not merely strengthen the economy of Iran; 
they also proved to be extremely useful in facilitat- 
ing the shipment of American lend-lease goods 
to the Soviet Union during World War II. Simi- 
larly, the railroads and highways of Egypt, Iraq, 
and the Levant were of aid to the Allies. During 
the war period the skies of the Middle East were 
also used as traffic lines through which moved in 
a variety of directions great quantities of Allied 
supplies and personnel. Some of the airfields con- 
structed in the Middle East for war purposes have 
been converted to peacetime use and are now serv- 
ing commercial airlines connecting the East and 
West and the North and South. 

The agricultural wealth and potentialities of 
the Middle East are impressive. The richness of 
the valley of the Nile is well known. Development 
of the valleys of the Tigris and Euphrates now 
understood to be under consideration could make 
Iraq one of the great food-exporting countries 
Economic developments in Afghanistan, Iran, 
Syria, Palestine, Egypt, the Sudan, and other 
countries could multiply the agricultural produc 
tion of the area. 

The mineral resources, although thus far only 
superficially explored and comparatively little de 
veloped, are enormous, Oil experts tell us that, of 
the approximately 66 billion barrels of known 
petroleum reserves of the world, at least 30 billion 
barrels are to be found in the Persian Gulf area, 
that is, in Iran or within 90 minutes’ flying time 
from that country. The petroleum reserves 
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the Middle East are of good quality and are easily 
accessible. Middle Eastern oil represents the life- 


‘} blood of the industry and transport, not only of 


southern Asia and of Africa but also of the Europe 
of the future. An unfriendly great power in pos- 
session of these reserves, therefore, would be in 
a position to hamper, if not to prevent, the re- 
habilitation of western Europe and to retard the 
economic development of Africa and southern 
Asia. 

We are beginning to have a more mature ap- 
proach to the problem of oil. We are realizing 
that oil is not merely so much black gold and that 
a display of interest in the disposition or control 
of petroleum is not necessarily a manifestation of 
sinister imperialism. We are learning that at this 
stage of industrial development oil, like food, is 
essential to the operation of our very economic life 
and to the maintenance of what we consider as 
civilization. 

In view of their economic and strategic im- 
portance, the Middle East and southeast Europe 
are prizes most tempting to an aggressive and am- 
bitious great power. Such a power might well be 
able, if once in possession of the strategic facilities 
and economic resources of this area, to decide the 
destinies of at least three continents and to cast 
a dark shadow over the whole world for many 
years to come. 

A number of factors contribute at the present 
time to the vulnerability of the Middle East and 
southeast Europe to direct or indirect aggression 
from without. 

One of these factors is the shift now taking place 
in power relationships. Prior to the outbreak of 
World War II, various great powers of western 
Europe bore the burden as colonial rulers, protec- 
tors, mandatories, or allies for the maintenance of 
order in the Middle East and for defending this 
area from aggression from without. 

Immediately preceding and during the war 
years there has been a steady weakening of the 
bonds between these powers and the people of the 
Middle East. Colonies are moving toward self- 
government; protectorates are becoming gradu- 
ally less dependent; mandated areas are being 
granted their independence; treaties of defensive 
alliance are tending to lose their former effective- 
hess. Furthermore, the great powers of western 
Europe have not as yet been able fully to recover 
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politically and economically from the blows which 
they suffered during the war. These powers with- 
out aid from beyond the borders of Europe might 
not be able to save the Middle East if that area 
should be the object of aggression on the part of 
some neighboring great power. 

Another factor contributing to this vulnerabil- 
ity is the presence in certain countries of the Mid- 
dle East of an increasing number of dissatisfied 
citizens, the discontent of whom could be exploited 
by an aggressor intent on weakening the ability of 
the Middle East to defend itself. The majority 
of the population in some of the Middle East 
countries have not been able to reach the political, 
economic, and technical levels which have been at- 
tained by the peoples of the Western World. 
There are historical reasons which it is not neces- 
sary here to enlarge upon for this lag. The peo- 
ples of the Middle East do, however, have out- 
standing natural abilities and talents. They are 
heirs of rich civilizations. If given an opportun- 
ity, they are capable of achieving economic and 
cultural standards for themselves comparable to 
those of the peoples of the Western World and of 
playing a constructive role in world affairs worthy 
of their heritage. 

The peoples of the Middle East are beginning to 
insist that they be given this opportunity. They 
are also demanding the right to a wider participa- 
tion in their own governments. They are anxious 
to have foreign technical advice and assistance. 
They wish to benefit from the experiences of other 
countries which are technically further advanced, 
in order that they may build an enlightened soci- 
ety and a progressive civilization on the founda- 
tion of their own culture and traditions. Many of 
them find their progress too slow. They are be- 
coming impatient and restive. Until peoples of 
the Middle East feel that they are making real 
political, economic, and cultural progress, existing 
discontents will continue to weaken the stability 
and undermine the security of the area. 

Another factor which tends to increase the vul- 
nerability of the Middle East and southeastern 
Europe is that of economic dislocation. 

The economic structure of the whole area is still 
suffering from the strains and distortions brought 
about by the war and events subsequent to the war. 
Established trade channels have been-interrupted 
or destroyed, and new channels, some temporary 
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and others more permanent, have been opened; 
price levels have been artificially established; 
shortages in raw materials as well as in various 
capital and consumption goods have brought pri- 
vations and suffering to certain groups and locali- 
ties and a degree of unprecedented prosperity to 
others. In some countries the rich have become 
richer while the conditions of the poor have not 
improved. In other countries economic leveling 
processes are discernible. In most countries the 
various shifts and dislocations lead to uncertain- 
ties and to dissatisfactions which might well 
weaken ability to resist aggression. 

In Greece economic dislocation has been aggra- 
vated by the ravages of the war years and by the 
disappearance of the markets of most of the 
European Continent. In several countries the 
economic strain has been intensified by the neces- 
sity of maintaining considerable armies in a state 
of preparedness in the face of external threats and 
pressures, 

Still another factor which contributes to the 
vulnerability of the Middle East and of south- 
eastern Europe is the increased interest and activ- 
ity of international communism in the area. The 
strategy of international communism is so well 
known that it is unnecessary for me to do more 
here than outline the pattern which has become far 
too familiar. Taking advantage of confusion and 
disorder consequent to war, a well-organized and 
highly disciplined Communist minority seizes 
power and sets up a government which it manipu- 
lates without regard to the will of the people. 
Using the territory thus seized as a base of opera- 
tions, the Communists conspire and intrigue to 
extend their power to additional countries. They 
promote violence, disorder, and misery until a 
situation is created favorable to their seizure of 
power. 

Communist domination of additional territories 
is not usually achieved by direct armed attack from 
abroad. These conquests are usually carried out by 
small groups of local Communists, or by foreign 
agents masquerading as local Communists, sup- 
ported by Communist sympathizers at a time when 
the threat of the armed forces of international 
communism on the spot or held in readiness nearby 
intimidates many who would otherwise resist. 
Communist rule over territories thus acquired is 
maintained by dictatorship and police terror. It 
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is becoming increasingly clear that internationg] 
communism has the aim of bringing about situa. 
tions in the countries of the Middle East and ip 
Greece likely to lead to a weakening of the ability 
of these countries to resist Communist pressure 
and penetration from without. 

In pursuing its aim in these countries, interna 
tional communism endeavors to create or prolong 
chaos and disorder ; to frighten by press and radio 
campaigns, by diplomatic warnings and threats, 
and by ostentatious displays of armed might; to 
exploit such discontents as already exist; and to 
stir up additional economic, national, and reli- 
gious strife. International communism takes ad- 
vantage of every opportunity to promote mutual 
distrust among the nations of the area and to 
weaken such ties as exist between them and demo- 
cratic peoples in other parts of the world. 

Unfortunately these efforts on the part of inter. 
national communism are sometimes aided and 
abetted by misguided idealists who do not under. 
stand the real purposes of the Communists, or by 
individuals, groups, or even governments who in 
order to obtain Communist support for some par- 
ticular objective are willing to ally themselves at 
least temporarily with the international Commv- 
nist movement. 

The independence of a number of European 
countries has already been extinguished. That of 
the others is rapidly disappearing. These Com- 
munist successes have been achieved in spite off 
the fact that in every one of these unhappy coun- 
tries the majority of the population are highly 
individualistic, prize independence, and oppos 
communism. 

We must not permit ourselves, however, to be- 
come too pessimistic. We must remember that 
there are also many factors which give a basis for 
hope that the security of the Middle East and 
that part of southeastern Europe which still 
tains its independence will be maintained. 

The growing national consciousness among 
many of the peoples of this area is a hopeful sign 
because it is accompanied by an increased deter 
mination to maintain their independence and 
retain the right to govern themselves in their yo 
way.. This consciousness and determination af) 
likely to enable these peoples to stand firm against 
any direct or indirect aggression which threat 
to deprive them of their national existence. 
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Then, too, there is a growing awareness in the 
Middle East, southeastern Europe, and through- 
out other areas of the world of the true nature of 
communism. The increased knowledge of both 
Communist aims and tactics is making it progres- 
sively more difficult for international communism 
covertly to penetrate new territories. 

The existence of the United Nations is another 
bulwark for the protection of the Middle East 
and Greece against aggression. One of the pur- 
poses of the United Nations is—in the words of 
its Charter—“*To maintain international peace 
and security, and to that end: to take effective 
collective measures for the prevention and removal 
of threats to the peace, and for the suppression of 
acts of aggression or other breaches of the 
Pe » eas 

Although the effectiveness of some of the organs 
of the United Nations has been reduced by the 
use of the veto, the boycott, and other obstructive 
tactics, the moral force of the United Nations is 
still so great that no member has yet been willing 
openly to flout it. An examination of the proceed- 
ings of the Security Council during 1946 makes 
clear the importance of the role of the United 
Nations in preserving the independence and terri- 
torial integrity of Iran. Similarly, were it not 
for the continued and active interest displayed 
both by the Security Council and the General 
Assembly in the Greek case, it is quite possible that 
Greece would by now have fallen victim to 
aggression. 

Although the United Nations has demonstrated 
its value as an instrument of collective security, it 
must be recalled that it is only an instrument and 
that its effectiveness can be no greater than the 
determination of its members to maintain the 
principles incorporated in its Charter. 

The United States and most other members of 
the United Nations are clearly determined to main- 
tain the principles of the Charter in the Middle 
East and in southeastern Europe. Their deter- 
mination, which is reflected in recent proceedings 
of the organs of the United Nations, is another 
factor discouraging to aggression in this area. 
The determination of the United States in this 
respect is derived not only from its obligation to 


‘support the Charter but also from a number of 


other considerations, including concern for the 
Welfare of the peoples of this area. We feel a 
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genuine friendliness for these peoples, and we 
sympathize with their political, economic, and 
cultural aspirations. We believe that it would be 
particularly tragic for them to lose their inde- 
pendence just at a time when they are on the 
threshold of an era of freedom which offers so 
many opportunities for advancement. 

There are also considerations affecting our own 
welfare and that of peoples outside the Middle 
East and southeastern Europe, for it is clearly 
in the interests of our own national security and in 
those of world peace that there should be no ag- 
gression in that area. 

Our determination has been demonstrated by the 
attitude which we have assumed since the end of 
the war with regard to various specific problems of 
the Middle East and southeastern Europe. For 
example, we attempted through friendly diplo- 
matic approach in 1945 to persuade the Soviet 
Union to withdraw Red Army troops from Iran. 
Our effort through diplomatic channels was not 
successful. When the Iranian case was brought 
before the Security Council in 1946, we played a 
leading role in endeavoring to bring about a settle- 
ment which would result in the preservation of 
Iranian independence and integrity. We have 
insisted that the case remain on the agenda of the 
Security Council until it is clear that the security 
of Iran is not in danger. 

The United States adopted a similar position 
when the Soviet Union launched a diplomatic, 
press, and radio campaign shortly after the end of 
the war to force Turkey to cede certain Turkish 
provinces and strategic facilities in the Straits. 
We have indicated that although we would look 
with favor upon certain modifications in the 
Montreux convention because of changed world 
conditions, we could not and would not support or 
approve any proposals endangering Turkish in- 
dependence or sovereignty. 

Our efforts in both the Security Council and the 
General Assembly to obtain effective United 
Nations action to protect Greece against aggres- 
sion are well known. The Greek case was trans- 
ferred to the General Assembly when the Soviet 
veto blocked efforts of the members of the Security 
Council to end the interference of Greece’s 
northern neighbors in her internal affairs. At this 
very moment a United Nations commission is pre- 
paring to depart for Greece. This commission 
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will keep the General Assembly informed regard- 
ing current developments along Greece’s northern 
frontiers and will endeavor in the interest of 
Balkan and world peace to bring an end to acts of 
aggression in that region. 

The expression of our determination to aid the 
countries of the Middle East and Greece in main- 
taining their political independence and national 
integrity is by no means confined to diplomatic 
approaches or to activities in the United Nations. 

We are convinced that much of the discontent 
of various peoples of this area with their political, 
economic, and cultural conditions is justified and 
that we would not be living up to our new world 
responsibilities if we should fail to do our share 
in eliminating the grounds for such discontent. 
We furthermore realize how important it is that 
the United States assist in relieving the strains 
and dislocations from which the economic struc- 
ture of most of the countries of this area are still 
suffering. We are, therefore, taking all possible 
and proper measures to promote directly and in- 
directly the political, economic, and cultural ad- 
vancement of the peoples of this area. Within the 
limitations of our resources and our commitments 


in other areas which are also urgently in need of 
our help we are endeavoring to assist the various 
countries of the Middle East and Greece to meet 
their individual needs. Such assistance may be 
implemented by sending special missions, by pro- 
viding technical experts or advisers to the inter. 
ested government, or, in some instances, by facili- 
tating the extension of credits to rehabilitate or 
modernize the country’s economy. Our present 
programs of aid to Greece and Turkey, elabo- 
rated with the approval and assistance of Con- 
gress, are only the most dramatic illustrations of 
our determination to preserve freedom and inde- 
pendence in one of the vital areas of the world. 

Through the public discussions of these pro- 
grams, the American people have gained a clearer 
understanding of the importance of this area to 
the United States. 

It is in the interest of world peace that there 
be universal appreciation of the extent of the de- 
termination of the United States and like-minded 
members of the United Nations to maintain the 
security of the Middle East and Greece and to 
assist the countries of that area in preserving their 
political independence and territorial integrity. 


Recovery of American Property Confiscated by Japanese in China 


{Released to the press November 14] 

Recent communications from the American 
Embassy at Nanking make it possible for the De- 
partment of State to issue more detailed informa- 
tion than appeared in the announcement of Octo- 
ber 16, 1947, on the subject of the recovery of 
American property confiscated or looted during 
the Japanese occupation of China. 

Applications for the return of American-owned 
property which was located in China at the time 
of the Japanese occupation and which was seized 
by the Japanese and subsequently found in China 
should be submitted to the local branch of the 
Alien Property Liquidation Office of the Central 
Trust of China, within whose jurisdiction such 
property is located. Branch offices are located in 
Shanghai, Tsingtao, Tientsin, Hankow, and Can- 
ton. Applications from American nationals in 
the United States should be sent to the American 


* BULLETIN of Oct. 26, 1947, p. 835. 
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Consulate General in the appropriate one of those 
cities for forwarding to the branch office of the 
Central Trust in that city. December 31, 1947, 
has been established as the final date for submis- 
sion of such applications. No application form 
is prescribed. 

Applications for the return of American-owned 
property located in China at the time of the Japa- 
nese occupation and removed to Japan by the Jap- 
anese should be submitted to the American Em- 
bassy at Nanking for forwarding to the Repara- 
tions Commission of the Executive Yuan. No 
final date for submission of applications for the 
return of looted property has been established, but 
prompt submission is strongly recommended. 
The Far Eastern Commission in a policy decision 
of July 18, 1946, specified four categories of 
which, if found in Japan and identified as having 
been removed from an Allied country fraudu- 


(Continued on page 1008) 
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American Occupation Policies in Japan 


BY HUGH BORTON' 
SPECIAL ASSISTANT TO THE DIRECTOR OF THE OFFICE OF FAR EASTERN AFFAIRS 


American occupation policies for Japan are 
based on the concepts originally set forth on July 
96, 1945, in the Potsdam proclamation by the Pres- 
ident of the United States, the President of China, 
and the Prime Minister of Great Britain and 
later adhered to by the Soviet Union. In this 
declaration, as you will recall, we set forth our 
minimum terms for Japanese capitulation. We 
stated that the authority and influence in Japan 
of those responsible for Japanese aggression must 
be eliminated for all time and that irresponsible 
militarism must be driven from the world before 
there can be order, peace, and security. It pro- 
vides for the occupation of Japan to achieve our 
objectives and the limitation of Japanese sover- 
eignty to the four main islands of Japan and such 
minor islands as we determine. According to the 
Potsdam agreement, Japanese military forces 
were to be completely disarmed, stern justice was 
to be meted out to all war criminals, but the Japa- 
nese were not to be destroyed as a race or as a 
nation. The proclamation assumed that the ad- 
ministrative governmental machinery in Japan 
was to continue and consequently placed direct re- 
sponsibility on the Japanese Government to re- 
move all obstacles to the revival and strengthening 
of democratic tendencies among the Japanese 
people. In the economic field, Japan was to be per- 
mitted to maintain those industries that would sus- 
tain her economy and permit the exaction of just 
reparations in kind, to have access to raw mate- 
rials, and eventually to participate in world trade 
relations. 

Having established our general terms, it was 
necessary that the United States act toward Japan 
in such a way as to preserve two basic policies, 
namely, that the predominant position of the 
United States in the war in the Pacific be pre- 
served and that, at the same time, the legitimate 
rights and interests of our Allies be met. Conse- 
quently, General of the Army Douglas MacArthur 
was designated as the Supreme Commander for 
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the Allied Powers and was given supreme author- 
ity over Japan. The surrender instrument of 
September 2 specifically provided that the author- 
ity of the Emperor and the Japanese Government 
to rule the state should be subject to the Supreme 
Commander, who would take such steps as he 
deemed proper to effectuate the terms of surrender. 
United States policies were further elaborated in 
the United States initial post-surrender policy for 
Japan, which was approved by the President on 
September 6, 1945. This statement, an amplifi- 
cation of the basic principles set forth in the 
Potsdam declaration, contained provisions where- 
by the special interests of the United States would 
be preserved and at the same time recognized the 
legitimate interests of the Allies. It stated that 
the ultimate objectives of the United States in re- 
gard to Japan were, first, to insure that Japan was 
not again to become a menace to the United States 
or to the peace and security of the world and, 
secondly, to bring about a peaceful and respon- 
sible government which would respect the rights 
of other states. It provided for the immediate 
disarmament and demilitarization of Japan and 
that there would be military occupation of Japan 
to effectuate the surrender terms and to further 
the achievement of the ultimate objectives. It 
stated further that the occupation should have the 
character of an operation in behalf of the principal 
Allied Powers acting in the interests of the United 
Nations at war with Japan but that the occupation 
forces would be under the command of a Supreme 
Commander designated by the United States. To 
assure that the predominant influence and respon- 
sibility of this Government was maintained in 
Japan the policy provided that, although every 
effort would be made by consultation and by con- 
stitution of appropriate advisory bodies to estab- 
lish policies for the conduct of the occupation and 


* Address delivered before the Academy of Political 
Science, New York, N.Y., on Nov. 12, 1947, and released 
to the press on the same date, 
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the control of Japan which would satisfy the prin- 
cipal Allied Powers, in the event of any differences 
of opinion among them the policies of the United 
States were to govern. 

The United States had already taken steps for 
the establishment of such advisory bodies. On 
August 21, 1945, the United States suggested to 
China, Great Britain, and the Soviet Union the 
establishment of the Far Eastern Advisory Com- 
mission. This purely advisory commission, in 
which the Soviet Union did not participate, was 
succeeded by the Far Eastern Commission, in 
which the Soviet Union does participate, with 
specific policy-making functions following agree- 
ment at Moscow in December 1945. The terms of 
reference of the Far Eastern Commission stated 
that its functions should be to formulate the poli- 
cies, principles, and standards in conformity with 
which the fulfilment by Japan of its obligations 
under the terms of surrender were to be accom- 
plished and to review any directive issued to the 
Supreme Commander or action taken by him in- 
volving policy decisions within the jurisdiction of 
the Commission. Other sections of the terms of 
reference, however, preserve the special position 
of the United States. For example, in its activ- 
ities the Commission must respect existing control 
machinery in Japan, including the chain of com- 
mand from the United States Government to the 
Supreme Commander and his command of the 
occupation forces. The United States Govern- 
ment also prepares the directives for the Supreme 
Commander in accordance with the policy deci- 
sions of the Commission, while full powers of 
implementation of these directives are reserved to 
General MacArthur. The United States Govern- 
ment has the additional authority to issue interim 
directives to the Supreme Commander pending ac- 
tion by the Commission whenever urgent matters 
arise not covered by previous Commission deci- 
sions, providing such directives do not deal with 
fundamental changes in the Japanese constitu- 
tional structure, the regime of control, or a change 
in the Japanese Government asa whole. Finally, 
under the voting procedure of the Far Eastern 
Commission no policy decision can be passed with- 
out the approval of the United States, for the 
terms of reference provide that any action must 
have the concurrence of at least a majority of all 
of the representatives, including the United 
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States, the United Kingdom, the Soviet Union, 
and China. While this veto provision has post. 
poned favorable action on many issues in the Fay 
Eastern Commission it has likewise assured the 
United States that no policies will be adopted 
which are not acceptable to it. 

As all policies approved by the Far Eastern 
Commission have had to receive United States 
concurrence, an understanding of recent Ameri- 
can occupation policies in Japan can best be re- 
viewed by consideration of basic decisions of the 
Far Eastern Commission. Since its inception on 
February 26, 1946, the Far Eastern Commission 
has dealt with political, economic, and social poli- 
cies for Japan. In the political field, with the ap- 
pearance on March 6, 1946, of the draft of the new 
Japanese Constitution sponsored by the Japanese 
Government and released with the personal en- 
dorsement of General MacArthur, the Commis- 
sion gave careful consideration to the question of 
constitutional reform, The criteria for the adopt- 
tion of the new constitution were to be such as to 
insure that the Constitution was a free expression 
of the will of the Japanese people, that adequate 
time and opportunity were allowed for its dis- 
cussion, that legal continuity from the Constitu- 
tion of 1889 was assured, and that the new Con- 
stitution was adopted in such a manner as to dem- 
onstrate that it affirmatively expressed the will of 
the Japanese people. Two months later, decision 
was reached in the Commission on the basic prin- 
ciples for a new Japanese Constitution. These 
principles provided that the executive should de- 
rive its authority from and be responsible to the 
electorate or a representative legislative body, the 
legislature should have full financial power, the 
judiciary should be independent, that the minis- 
ters of state should be collectively responsible to 
the legislature, and that if the institution of the 
Emperor was retained the Emperor should act in 
all matters in accordance with the advice of the 
Cabinet and should have no executive powers. A 
careful examination of the Constitution as pro- 
mulgated on November 3, 1946, reveals that it con- 
forms closely to these principles, and since that 
time the Japanese Diet has been implementing the 
new Constitution through the revision of the basi¢ 
laws. 

In more general terms the Far Eastern Com- 
mission agreed that Japan should be disarmed 
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and demilitarized and all military forces should 
be disbanded. Persons who had been active ex- 

nents of militarism and militant nationalism 
were to be removed and excluded from public 
office and any other position of public or substan- 
tial private responsibility, while ultranationalistic 
organizations were to be dissolved and prohibited. 
Military training in all forms was to be eliminated 
from the educational system, and stern justice was 
to be meted out to all war criminals. On the posi- 
tive side, freedom of worship and observance of 
all religions was to be proclaimed and guaranteed 
for the future, and the Japanese people were to 
be afforded opportunity to become familiar with 
the history, institutions, culture, and accomplish- 
ments of the democracies. Encouragement was to 
be given to democratic political parties with rights 
of assembly and public discussion and to the for- 
mation of trade unions, subject, of course, to main- 
tenance of security of the occupying forces. Indi- 
vidual liberties and civil rights were to be pro- 
tected, and laws and decrees were to be abrogated 
which established discrimination on the grounds 
of race, nationality, creed, or political opinion. 
On all these matters, either General MacArthur 
has taken steps to carry these policies out or the 
Japanese Government has done so. 

Economic objectives in large measure have 
been twofold—first, to complete the task of the 
demilitarization of Japan through industrial dis- 
armament, economic reform designed to deprive 
Japan of power to make war, and the elimination 
of militaristic influences; secondly, to help the 
people of Japan, in their interest as well as that 
of the world, to meet their reasonable economic 
needs through the development of peaceful in- 
dustries and participation in world trade. To 
meet the first objective of demilitarization, the 
Far Eastern Commission agreed that organiza- 
tions of labor in industry and agriculture organ- 
ized on democratic bases were to be encouraged 
and policies were to be laid down with the object 
of insuring a wide and just distribution of income 
and the ownership of the means of production. 
To this end, the retention in important positions 
in the economic field of individuals who because of 
their past associations could not be trusted to 
direct Japanese economic effort solely toward 
peaceful and democratic ends was to be pro- 
hibited. Thus Scar has encouraged cooperatives, 
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a capital levy has been enacted, and a bill is now 
before the National Diet providing for the liquida- 
tion of undue concentration of economic power. 

The second objective of helping the Japanese 
to resume peaceful economic activity and inter- 
national trade and financial relations is essential 
since otherwise this country of 75 millions crowded 
into a war-torn area less than the size of California 
would be an increasingly heavy burden on the 
American taxpayer. To meet this objective the 
Japanese Government was made responsible for 
maintaining internal economic controls over 
wages and prices and for effecting controlled dis- 
tribution of commodities in short supply. After 
several months of delay, an Economic Stabiliza- 
tion Board was finally established with necessary 
control functions. In view of worsening internal 
economic conditions and after clear indication that 
the Government was not exerting its best efforts 
to control inflation, General MacArthur wrote the 
Prime Minister on March 28, 1947, to the effect 
that future food imports from the United States 
had been calculated on the assumption that Japan 
would maximize its production of indigenous food 
supplies and assure their equitable distribution, 
and indicating that imports of American food 
would be subject to satisfactory Japanese per- 
formance in these fields. 

Internal economic controls were not sufficient to 
permit Japan to sustain her peacetime economy. 
The Far Eastern Commission established the 
principle that the peaceful needs of the Japanese 
people should be defined as being substantially 
the standard of living prevailing in Japan during 
the period 1930-34. But before any advance could 
be made toward greater self-support for Japan, 
trade had to be developed. To this end on October 
10, 1946, the Far Eastern Commission approved 
the establishment of an Inter-Allied Trade Board 
for Japan composed of representatives of the 11 
countries members of the Far Eastern Commis- 
sion. The purpose of the Board is to assist the 
United States and the Supreme Commander in 
the disposition of exports from Japan and in the 
furnishing of imports required for Japan and to 
make recommendations to the United States Gov- 
ernment on the best arrangements for facilitating 
Japanese exports and imports generally. Since 
October 24, 1946, the Board has been meeting in 
Washington and has been primarily concerned 
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with the allocation of Japanese textile exports, 
the marketing of Japanese silk, and the problem 
of reopening private trade. 

In furtherance of the trade program for Japan, 
the Far Eastern Commission decided on the cri- 
teria that should govern the conduct of Japanese 
world trade. It declared that the primary objec- 
tive of the Japanese import program should be to 
minimize the cost and difficulty of procurement 
but at the same time giving due consideration to 
the needs of countries other than Japan for com- 
modities in world short supply. 

In the case of exports, the destinations of ex- 
ports from Japan should be such as to maximize 
the proceeds of such exports, taking into account 
the price, the purchasing power of the currency 
for which the commodity is sold, and the avail- 
ability of necessary imports which can be procured 
with the proceeds of the exports. Furthermore, 
necessary decisions were reached relating to Allied 
Trade Representatives in Japan, and private 
traders have been permitted in Japan since August 
15,1947. Furthermore, action by the Far Eastern 
Commission has recently made it possible to use 
Japanese-owned liquid assets of gold and silver as 
a credit base to facilitate the import of raw mate- 
rials; General MacArthur has established a re- 
volving fund which has initial assets of 137 million 
dollars. 

Other steps have been taken by the Far Eastern 
Commission in reference to Japanese production. 
In order that Japan might supply goods needed in 
areas deprived of such goods as a result of Japa- 
nese aggression, it was agreed that measures should 
be continued or taken to stimulate Japanese pro- 
duction of goods required for export and to insure 
that the kinds of goods produced are those in de- 
mand in countries requiring supplies from Japan. 
Furthermore, the Supreme Commander has been 
directed to ascertain the types and amounts of 
goods in Japan available for export, to recommend 
the types of goods to be imported, and to develop 
a trade program. 

Recognizing that the settlement of the repara- 
tions question will have a salutary effect on the 
Japanese economy by eliminating present doubts 
as to just what will be expected of Japan in the 
way of reparations, the United States has repeat- 
edly pressed for a speedy decision by the War East- 
ern Commission on reparations questions. So far, 
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agreement has been limited to such items as interim 
reparations removals, the criteria for the selection} th 
of plants for reparations, and the broad principles 5 
to be used in determining shares for each country, vo 
These principles provide that reparations be in} S¢ 
such form as will not endanger the fulfilment off Ki 
the program of demilitarization of Japan and} ™ 
which will not prejudice the defraying of the cost} P* 
of occupation and the maintenance of a minimum 
civilian standard of living. The Commission jg} UP 
still trying to determine, on a broad political basis, I 
the shares of reparations which each particular 
country should receive. 

In conclusion, one of the most important prob. 
Jems in relation to Japan at the present moment is} Ag 
the negotiating of a peace treaty. Having become 
convinced that the time had arrived for convening 
of a peace conference on Japan, the United States 
suggested on July 11, 1947, as you will recall, to the 
10 other countries members of the Far Eastern 
Commission that a conference to discuss a peace 
treaty for Japan be held as soon as practicable, PY 
such a conference to be outside the Far Eastern} “ 
Commission but to be composed of representatives Pu 
of members of the Commission. The United} 
States further proposed that voting in such 4 We 
conference be by a two-thirds majority, that it of 
initially be composed of deputies and experts to} Y¢ 
prepare a draft treaty, and that after such a treaty the 
was approved by the Foreign Ministers of the ll 
countries concerned it be submitted to a general] 
conference of all the states at war with Japan. 
All of the countries except the Soviet Union wi 
agreed with the proposal for an 11-power confer- ai 
ence, and 8 of them agreed to our proposed voting net 
procedure. The Soviet Union maintained that} | 
the question of convening a conference for the} ip. 
drawing up of a peace treaty for Japan should be] ma, 
provisionally examined by the Council of Foreign} by. 
Ministers, composed of the United States, the So} 1 
viet Union, China, and the United Kingdom. the 
On August 12, 1947, the United States rejected} len 
this proposal and stated that it was hoped the} dol 
Soviet Union would be willing to attend a confer: | the 
ence of Far Eastern Commission countries, such 8} Mil 
conference being free to decide its own procedure. for 
On August 29 the Soviet Union reiterated its incl 
former position. More recently the Chinese For} " 
eign Minister has indicated that the peace confer oe 


ence should adopt a voting procedure similar #@ “y 
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aciples} 8102; whereby decisions are taken by a majority 
vuntry, vote including the concurrence of the United 
be is States, the Soviet Union, China, and the United 
ent off Kingdom. Press statements from Nanking have 
n andj indicated that if the Chinese participated in a 
he cost Peace conference which the Soviets refused to at- 
Limum| tend such action would have serious consequences 
sion igf UP? Soviet-Chinese relations because of article 
basis, [Il of the Sino-Soviet treaty of 1945, which states: 
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The High Contracting Parties undertake not to enter 
into separate negotiations with Japan and not to con- 
clude, without mutual consent, any armistice or peace 
treaty either with the present Japanese Government or 
with any other government or authority set up in Japan 
which do not renounce all aggressive intentions. 


Before a peace conference of Japan can be called, 
therefore, it is necessary to work out a voting pro- 
cedure which will be acceptable to the countries 
concerned. 


nent is} Agreement With China To Implement Educational Exchange Act 


ecome 
vening 
States 
, to the 


asthe [Released to the press November 10] 
“peace In Nanking on November 10 the first agreement 
icable, putting into operation the program of interna- 
‘astern{ tional educational exchanges authorized by the 
tatives§ Fulbright act (Public Law 584, 79th Congress) 
Tnited| V8S signed by the Minister of Foreign Affairs, 
sach a} Wang Shih-Chieh, on behalf of the Government 
hat it} of the Republic of China, and J. Leighton Stuart, 
arts tof tke American Ambassador to China, on behalf of 
treaty the Government of the United States. 
the 11} This agreement establishes the United States 
eneralf “ducational Foundation in China to administer 
Japan, certain funds resulting from the sale of surplus 
Union property to China. The Fulbright act, which 
ail amends the Surplus Property Act of 1944, is predi- 
onl} cated on the knowledge that many countries are 
voting} not able to make complete payment for purchases 
1 that} of these supplies in United States dollars. It 
or the} therefore provides that partial payment may be 
uld be} made in local currencies which will then be used 
oreigt {by the United States for educational purposes. 
he So} The present agreement places at the disposal of 
n. the Government of the United States the equiva- 
sjected} lent in Chinese national currency of 20 million 
ed the} dollars United States currency to be expended at 
onfer-{ the rate of not more than the equivalent of one 
such sfmillion dollars United States currency annually 
edure, for certain educational purposes. These purposes 
ed its} Uclude the financing of “studies, research, instruc- 
For-}ion, and other educational activities of or for 
onfer-|tizens of the United States of America in schools 
‘lar and institutions of higher learning located in 
oa China, or of the citizens of China in United States 
bu 
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schools and institutions of higher learning located 
outside the continental United States... in- 
cluding payment for transportation, for tuition, 
maintenance and other expenses incident to scho- 
lastic activities; or (2) furnishing transportation 
for citizens of China who desire to attend United 
States schools and institutions of higher learning 
in the continental United States . . . whose at- 
tendance will not deprive citizens of the United 
States of America of an opportunity to attend such 
schools and institutions.” 

The Foundation will have a five-man board of 
directors consisting of the principal officer in 
charge of the United States diplomatic mission in 
China, two members of the Embassy staff, and two 
citizens of the United States resident in China 
(one representing American business interests, 
and one representing American educational in- 
terests). The Government of China will appoint 
advisers to the board. 

Now that the Foundation in China has been 
established, information will be made public in 
the near future as to where and how United States 
citizens can apply for grants. 

In view of the long and successful history of 
cultural cooperation between the United States 
and China, which has contributed so materially to 
the strengthening of the ties of friendship be- 
tween the two countries, it is believed to be par- 
ticularly significant that this should be the first 
agreement under the Fulbright act to be con- 
cluded. 
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TEXT OF AGREEMENT’ 


The Government of the United States of America and 
the Government of the Republic of China ; 

Desiring to promote further mutual understanding be- 
tween the peoples of the United States of America and 
the Republic of China by a wider exchange of knowledge 
and professional talents through educational contacts; 

Considering that Section 32 (B) of the United States 
Surplus Property Act of 1944, as amended (Public Law 
No. 584, 79th Congress; 60 Stat. 754), provides that the 
Secretary of State of the United States of America may 
enter into an agreement with any foreign government for 

‘the use of currencies or credits for currencies of such 
foreign government acquired as a result of surplus prop- 
erty disposals for certain educational activities; and 

Considering that under the provisions of the agreement 
between the Government of the United States of America 
and the Government of the Republic of China for the sale 
of certain surplus war property, signed at Shanghai on 
August 30, 1946, it is provided that the Government of 
the Republic of China shall make available to the Gov- 
ernment of the United States of America the equivalent 
of $20,000,000 (United States currency) for research, in- 
struction and other educational activities under the terms 
of Section 32 (B) of the Surplus Property Act of 1944, as 
amended, have agreed as follows: 


Article 1 

There shall be established in the capital city of China 
a foundation to be known as the United States Educa- 
tional Foundation in China (hereinafter designated “The 
Foundation”), which shall be recognized by the Govern- 
ment of the United States of America and the Government 
of the Republic of China as an organization created and 
established to facilitate the administration of the edu- 
cational program to be financed by funds made available 
by the Government of the Republic of China in accordance 
with Article 6 (B) (1) of the agreement for the sale of 
certain surplus war property signed at Shanghai on 
August 30, 1946. Except, as provided in Article 3 hereof, 
The Foundation shall be exempt from the domestic and 
local laws of the United States of America as they relate 
to the use and expenditure of currencies and credits for 
currencies for the purpose set forth in the present agree- 
ment. 

The funds made available by the Government of the 
Republic of China shall be used by the Foundation for 
the purposes, as set forth in Section 32 (B) of the U.S. 
Surplus Property Act of 1944, as amended (1) of financ- 
ing studies, research, instruction, and other educa- 
tional activities of or for citizens of the United States of 
America in schools and institutions of higher learning 
located in China, or of the citizens of China in U.S. schools 
and institutions of higher learning located outside the 
continental United States, Hawaii, Alaska (including the 
Aleutian Islands), Puerto Rico, and the Virgin Islands, 
including payment for transportation, tuition, mainte- 
nance and other expenses incident to scholastic activities ; 


* Printed from telegraphic text. 
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or (2) furnishing transportation for citizens of China 
desire to attend United States schools and institutions 
higher learning in the continental United States, Ha 
Alaska (including the Aleutian Islands), Puerto Rico, 
the Virgin Islands and whose attendance will not depri 
citizens of the United States of America of an opportun 
to attend such schools and institutions. 


Article 2 


In furtherance of the aforementioned purposes, T 
Foundation may, subject to the provisions of Article 
of the present agreement, exercise all powers necessary 
the carrying out of the purposes of this agreement! 
including the following: 


(1) Receive funds. 

(2) Open and operate bank accounts in the name 
The Foundation in a depository or depositories to be de 
nated by the Secretary of State of the United States 
America. 

(3) Disburse funds and make grants and advances 
funds for the authorized purposes of The Foundation, 
(4) Acquire, hold, and dispose of property in ther 

of The Foundation as the Board of Directors of 
Foundation may consider necessary or desirable, 7 
vided, however, that the acquisition of any real property 
shall be subject to the prior approval of the Secretary 
State of the United States of America and also to 
conditions and requirements as are or may be prescri 
by laws and regulations enforced in the territory wh 
the property is situated. 

(5) Plan, adopt, and carry out programs, in accordané 
with the purposes of Section 32 (B) of the United Stat 
Surplus Property Act of 1944, as amended, and the pur 
poses of this agreement. 

(6) Recommend to the Board of Foreign Scholarshi 
provided for in the United States Surplus Property Act 
1944, as amended, students, professors, research scholar 
resident in China, and institutions of China qualified 
participate in the program in accordance with the afe 
said act. 

(7) Recommend to the aforesaid Board of Fore 
Scholarships such qualifications for the selections @ 
participants in the programs as it may deem nece 
for achieving the purpose and objectives of The Foun¢ 
tion. 

(8) Provide for periodic audits of the accounts of 
Foundation as directed by auditors selected by the 8 
retary of State of the United States of America. 

(9) Engage administrative and clerical staff and 
and pay the salaries and wages thereof, 


Article 3 


All expenditures by The Foundation shall be madc@Unit 
pursuant to an annual budget to be approved by the Seet®jictiy 
tary of State of the United States of America pursuai}t th 
to such regulations as he may prescribe. The | 
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Article 4 


ina The Foundation shall plan its annual programs in such 
a way that full use shall, as far as possible, be made of 
lithe funds made available to The Foundation for each 
year, The Foundation shall not enter into any commit- 
ments or create any obligation which shall bind The 
Eroundation in excess of the funds to be received during 
any given calendar year. 












Article 5 


rticle The management and direction of the affairs of The 


ssary tq Foundation shall be vested in a Board of Directors (here- 
reementhinafter designated the “Board”), consisting of five di- 
rectors. 

The principal officer in charge of the diplomatic mission 
neni of the United States of America to the Republic of China 
ne a (hereinafter designated as “Chief of Mission’) shall be 
‘tates Chairman of the Board. He shall have the power of ap- 

pointment and removal of members of the Board at his 
ancal discretion. The four other members of the Board shall 

be as follows: (A) two members of the Embassy staff, 
ation, 

one of whom shall serve as treasurer; and (B) two citi- 
hes wns of the United States of America, one representative 
bs of American business interests in China and one repre- 
_ "sentative of American educational interests in China. 
seal "| The two members specified in (B) of the last preceding 
toa paragraph shall be resident in China and shall serve from 
oa the time of their appointment until the succeeding De- 

wh cember 31 next following such appointment. They shall 

7 be eligible for reappointment. All the four members shal] 
be designated by the Chief of Mission. Vacancies by 
Fa Stat reason of resignations, transfers of residence outside of 
the i China, expiration of term of service, or otherwise shall 

be filled in accordance with this procedure. 

The Chinese Government shall appoint a number of ad- 
ap risers to the Board not to exceed five, who may attend all 
s nail the meetings of the Board and participate in its discus- 
ified ions. The advisers shall have no vote, but their opinion 


hall be given due consideration by the Board at all its 
eB Hieliberations. 


The directors and advisers shall serve without com- 


Forelgi pensation, but The Foundation is authorized to pay the 
—_ #recessary expenses of the directors and advisers in at- 
rel 2 tending meetings of the Board. 
Article 6 

s of 
the The Board shall adopt such by-laws and appoint such 

cMmmittees as it shall deem necessary for the conduct 
and fi if the affairs of the Foundation. 


Article 7 


Reports as directed by the Secretary of State of the 
ye mad@united States of America shall be made annually on the 
ne Secteiictivities of The Foundation to the Secretary of State 

ursuaiet the United States of America and the Government of 
The Republic of China. 
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Article 8 


The principal office of The Foundation shall be in the 
capital city of China, but meetings of the Board and any 
of its committees may be held in such other places as the 
Board may from time to time determine, and the activi- 
ties of any of The Foundation’s officers or staff may be 
carried on at such places as may be approved by the Board. 


Article 9 


The Board may appoint an executive officer and deter- 
mine his salary and term of service, provided, however, 
that in the event it is found to be impracticable for the 
Board to secure an appointee acceptable to the Chairman, 
the Government of the United States of America may 
provide an executive officer and such assistants as may be 
deemed necessary to ensure the effective operation of the 
program. The executive officer shall be responsible for 
the direction and supervision of the Board’s programs and 
activities in accordance with the Board’s resolutions and 
directives. In his absence or disability, the Board may 
appoint a substitute for such time as it seems necessary 
or desirable. 

Article 10 


The decisions of the Board in all matters may, in the 
discretion of the Secretary of State of the United States 
of America, be subject to his review. 


Article 11 


The Government of the Republic of China shall, within 
30 days of the date of the signature of the present agree- 
ment, deposit with the Treasurer of the United States of 
America an amount of Chinese national currency equiva- 
lent to $250,000 (United States currency). Thereafter, 
commencing with January 1, 1948, the Government of the 
Republic of China shall during each calendar year, deposit 
with the Treasurer of the United States, upon demand 
of the Government of the United States, amounts of 
Chinese national currency not to exceed the equivalent 
of $1,000,000 (United States currency) and in aggregate 
totalling the equivalent of $20,000,000. The first deposit of 
Chinese national currency equivalent to $250,000 shall be 
considered as part of the deposit for the calendar year 
1948. The rate of exchange between currency of the Gov- 
ernment of the Republic of China and United States cur- 
rency to be used in determining the amount of currency of 
the Government of the Republic of China to be deposited 
from time to time hereafter, shall be at the par value 
between Chinese dollars and United States dollars estab- 
lished in conformity with procedures of the International 
Monetary Fund or in the absence of such a par value the 
rate shall be the open market rate as established by the 
Central Bank of China. Should this latter rate, for any 
reason, appear to be inequitable or be abolished, the rate 
will be the subject of discussion between the Government 
of the Republic of China and of the United States of 
America. The Secretary of State of the United States of 
America will make available to the Foundation Chinese 
national currency in such amounts as may be required by 
the Foundation but in no event in excess of budgetary 
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limitation established pursuant to Article 3 of the present 
agreement. 

Article 12 


Wherever, in the present agreement, the term “Secretary 
of State of the United States of America” is used, it shall 
be understood to mean the Secretary of State of the United 
States of America or any officer or employee of the Gov- 
ernment of the United States of America designated by 
him to act in his behalf. 


Article 13 


The present agreement may be amended by the exchange 
of diplomatic notes between the Government of the United 
States of America and the Government of the Republic of 
China. 


Article 14 


The present agreement shall come into force upon the 
date of signature. 

In witness whereof the undersigned, being duly au- 
thorized thereto by their respective governments, have 
signed the present agreement. 


PUBLICATIONS 
Department of State 


For sale by the Superintendent of Documents, Govern- 
ment Printing Office, Washington 25, D.C. Address re- 
quests direct to the Superintendent of Documents, except 
in the case of free publications, which may be obtained 
from the Department of State. 


The Displaced-Persons Problem: A Collection of Recent 
Official Statements. European Series 26. Pub. 2899. 
(Reprint.) 26 pp. 15¢. 


Statements by the President, the Secretary of State, 
and others on the living conditions of displaced per- 
sons in Europe and their future prospects for reset- 
tlement, in the United States and elsewhere. 


Ist Report to Congress on Assistance to Greece and Tur- 
key, for the period ended September 30, 1947. Near East- 
ern Series 11. Pub. 2957. v,53 pp. 20¢. 


Report by the President covering activities and ex- 
penditure of funds under authority of Public Law 75, 
enabling the United States to render financial, tech- 
nical, and material aid to Greece and Turkey. 


Aspects of Current American Foreign Policy. Pub. 2961. 

iii, 60 pp. 20¢. 
The subjects of the chapters include: peacemaking 
and occupation; the United Nations; support of free 
nations; European recovery; international economic 
policy; dependent areas; armaments and atomic 
energy ; and the inter-American system. Written to 
help American citizens to understand better certain 
of the issues and problems in our relations with other 
nations. 
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Statisticians of Panama and Uruguay 
Census Bureau 
[Released to the press November 13) 

Juan A. Rivera, Director of the Division 
Agricultural Economy of the Department of Agri 
culture of Panama, and Fermin Carlos Boadg@Lol 
Subdirector General of Statistics, Ministry @wj 
Finance, Uruguay, have received grants-in-ai 
from the Department of State under the prog 
administered by the Division of International Ey 
change of Persons of the Department. 

These statisticians came to the United States; 
September to participate in the First Session ¢ 
the Inter-American Statistical Institute and th 
Twenty-fifth Session of the International Statiq 1 
tical Institute. At the conclusion of these meetings e"* 
they remained in Washington at the invitation : 
the Department of State and the Department df '!*! 
Commerce to consult with officers of the Unit 
States Bureau of the Census concerning plans fi 


the 1950 census of the Americas. 





Recovery of American Property 
—Continued from page 1000 





lently or under duress by the Japanese or thei 
agents, are to be delivered to the government ¢ 
the Allied country. The four categories are: i 
dustrial and transportation machinery and equi 
ment; gold, other precious metals, precious ge 
foreign securities, foreign currencies, and oth 
foreign-exchange assets; cultural objects; and ag 
ricultural products and industrial raw materials 
The specification of the four categories does 1 
exclude the possibility that other types of loot 
property found in Japan may be restored, uf 
proper identification, to the governments of # 
countries from which the property has been tak 

American owners of property seized by the J 
anese, the present location of which is not kno 
may submit descriptions of the property and ev 
dence of ownership to the Embassy at Nanking? 
forwarding to the Chinese Ministry of Foreig 
Affairs, which will enlist the aid of appropri 
Chinese authorities in an attempt to find the mi 
ing property. 

* BULLETIN of July 28, 1946, p. 163. 
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THE DEPARTMENT 


@@Loyalty Review Board of Civil Service Commission 
fwill Hear Dismissal Case Appeals 


STATEMENT BY THE PRESIDENT 


[Released to the press by the White House November 14] 
I deeply appreciate the willingness of the mem- 


bers of the Loyalty Review Board, established 


within the Civil Service Commission, to give of 
their service to that Board. Their acceptance in- 
volves real personal sacrifice. At the same time, 
they will have the satisfaction of knowing that 
they are contributing to the solution of one of the 
most difficult problems confronting our Govern- 
ment today. 

I believe I speak for all the people of the United 
States when I say that disloyal and subversive ele- 


‘Iments must be removed from the employ of the 


Government. We must not, however, permit em- 


‘i ployees of the Federal Government to be labeled 


as disloyal or potentially disloyal to their Govern- 


omg ment when no valid basis exists for arriving at 


such a conclusion. The overwhelming majority of 
Federal employees are loyal citizens who are 
giving conscientiously of their energy and skills 
tothe United States. I do not want them to fear 
they are the objects of any “witch hunt”. They are 
not being spied upon ; they are not being restricted 
in their activities. They have nothing to fear 


jitom the loyalty program, since every effort has 


been made to guarantee full protection to those 
who are suspected of disloyalty. Rumor, gossip, 


}r suspicion will not be sufficient to lead to the dis- 
}nissal of an employe for disloyalty. 


Any person suspected of disloyalty must be 
served with a written notice of the charges against 
him in sufficient detail to enable him to prepare 
his defense. In some unusual situations security 
considerations may not allow full disclosure. 


It would have been possible for the Government 
ovember 23, 1947 


to remove disloyal persons merely by serving them 
with the charges against them and giving them 
an opportunity to answer those charges. I realize 
fully, however, the stigma attached to a removal 
for disloyalty. Accordingly, I have ordered the 
agencies of the Government, except where a few 
agencies find it necessary to exercise extraordinary 
powers granted to them by the Congress, to give 
hearings to persons who are charged with dis- 
loyalty. 

Loyalty boards are being set up in each agency 
for this purpose. They are definitely not “kanga- 
roo” courts. The personnel of these boards is being 
carefully selected by the head of each agency to 
make sure that they are judicious in temperament 
and fair-minded. Hearings before the boards will 
be conducted so as to establish all pertinent facts 
and to accord the suspected employee every 
possible opportunity to present his defense. The 
employee is to be given the right to be accompa- 
nied by counsel or a representative of his own 
choosing. 

After the hearing has been completed the 
Loyalty Board in each department can recommend 
the retention or the dismissal of an employee. But 
the matter does not rest there. The employee may 
appeal the findings of the Loyalty Board to the 
head of the department, who can either approve or 
disapprove the board’s recommendations. 

If the head of the department orders the dis- 
missal of the employee, he has still another avenue 
of appeal: namely, to the Loyalty Review Board 
within the Civil Service Commission. This Board 
is composed of outstanding citizens of the United 
States. These citizens have no ax to grind. They 
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will not be concerned with personalities. Their 
judgment will be as detached as is humanly 
possible. 

I expect the Civil Service Commission to func- 
tion in a very real sense as a staff agency of the 
President for the purpose of doing everything it 
can to help him see to it that all aspects of this 
program are carried forward in an expeditious and 
satisfactory manner. 

I am looking to the Federal Bureau of Investi- 
gation for the conduct of all loyalty investigations 
which may be necessary in connection with the op- 
eration of the program. 

I am looking to the Loyalty Review Board to 
develop standards for the conduct of hearings and 
the consideration of cases within the various de- 
partments and agencies. With the cooperation of 
the staff of the Civil Service Commission, the 
Board should make sure that there is complete 
understanding of and adherence to these standards 

in all the departments and agencies. 

The question of standards is of deep concern to 
me. Under the Executive order inaugurating this 
program, provision has been made, for example, 
for furnishing to the Loyalty Review Board by 
the Attorney General the name of each foreign or 
domestic organization, association, movement, 
group, or combination of persons which he, after 
appropriate investigation and determination, has 
designated as totalitarian, Fascist, Communist, or 
subversive. The Executive order in turn provides 
that the Loyalty Review Board shall disseminate 
such information to all departments and agencies. 

This provision of the order has been interpreted 
by some to mean that any person who at any time 
happened to belong to one of these organizations 
would automatically be dismissed from the em- 
ploy of the Federal Government. 

This interpretation completely overlooks the 
fact that, under the provisions of the Executive 
order, “the standard for the refusal of employment 
or the removal from employment in an executive 
department or agency on grounds relating to 
loyalty shall be that, on all the evidence, reasonable 
grounds exist for belief that the person involved 
is disloyal to the government of the United States.” 

Membership in an organization is simply one 
piece of evidence which may or may not be helpful 
in arriving at a conclusion as to the action which 
is to be taken in a particular case. 
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The Government has a great stake in these 
alty proceedings. The Government, as the large 
employer in the United States, must be the me 
of a fair employer. It must guarantee that ¢ 
civil rights of all employees of the Governmey 
shall be protected properly and adequately. It; 


_in this spirit that the loyalty program will be 


forced. 


THE FOREIGN SERVICE 


Reorientation Seminars for Ret 


Foreign Service Personnel 


[Released to the press November 4 


Inauguration of a program of monthly Ameri 
can reorientation seminars for Foreign Servic 
personnel returning to the United States on tran 
fer or home leave was announced on November! 
by the Foreign Service Institute, the Department 
of State’s in-service training organization. 

The purpose of the seminars will be to brief em 
ployees who have been out of the country on lates 
developments in the United States, to give them 
a more accurate understanding of domestic Ameri 
can conditions. Economists, political observers 
public-opinion analysts, and Army and Nay 
spokesmen will address groups in four two-how 
meetings devoted respectively to American ece 
nomic conditions and prospects, political and 
social trends in the United States, and Americal 
public opinion on foreign affairs. The first semi 
nars were held on November 4 and 5. Other dates 
will be December 2 and 3, January 6 and 7, an 
each succeeding month on the first consecutive 
Tuesday and Wednesday. 

The program is part of the Department’s over: 
all effort to keep Foreign Service personnel it 
closer contact with American life. Other aspects 
of this effort are the more frequent home leave 
now granted, more frequent assignments to Wash 
ington, and a program of planned tours of indus 
trial plants, business houses, labor conventions 
and so forth, for returning officers. 
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THE DEPARTMENT 
nointment of Officers 


The Department of State announced on November 14 
the appointment of Llewellyn E. Thompson as Deputy 
Director of the Office of European Affairs, effective on that 
date. Mr. Thompson was Chief of the Division of Eastern 
European Affairs. 

This position has been created in view of the increasing 
pressure of political work in the Office of European Affairs 
and is in addition to the present position of Deputy Direc- 
tor of this Office held by Samuel Reber, whose appointment 
was announced September 21, 1947. 

The Department also announced on November 14 the 
appointment of Theodore C. Achilles, until recently at- 
tached to the United States Delegation to the United 
Nations General Assembly, to be Chief of the Division of 
Western European Affairs, succeeding Mr. Reber. 
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Others appointed to offices in the Department include: 

Frank Gardiner Wisner as Deputy Assistant Secretary 
of State for occupied areas, effective November 10, 1947. 

Cecil B. Lyon as Special Assistant, Office of the As- 
sistant Secretary for political affairs, effective October 
19, 1947. 

Sheldon T. Mills as Chief, Division of North and West 
Coast Affairs, effective October 19, 1947. 

Howard H. Tewksbury as Chief, Division of River Plate 
Affairs, effective October 19, 1947. 

Walworth Barbour as Chief, Division of Southern Buro- 
pean Affairs, effective July 1, 1947. 

Richard R. Ely as Chief, Division of Philippine Affairs, 
effective October 19, 1947. 

John M. Allison as Chief, Division of Northeast Asian 
Affairs, effective October 6, 1947. 
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Foreign Aid and Reconstruction 


Effects on World Economy of Long-Range 
and Interim Aid Programs. State- 
ment by the Secretary of State . 

Draft European Interim Aid Bill ‘ 

America’s Challenge in World Affairs. By 
Norman Armour 

First Report to Congress on Assistance to 
Greece and Turkey: 

The President’s Letter of Transmittal . 
Summary of Report. . . 

Reported Disapproval by Fund ‘and ‘Bank 
of Foreign-Aid Proposals. Statement 
by the Secretary of State. ; 

Funds Programmed for China Aid Under 
Terms of Relief Agreement. . 

Hundredth Ship Reaches Italy With Relief 
Supplies. The Italian Ambassador to 
the Secretary of State . ae 


Economic Affairs 


Trade Policy in Perspective. By Clair 
Wilcox . ‘ 

Extension of Time for Renewing Trade- 
Mark Registrations by Nationals of 
France and the Netherlands. .. . 

Overseas Surplus Report Sent to Congress . 

Procedure for Filing War Claims in Greece . 

Recovery of American Property Confiscated 
by Japanese in China . 


General Policy 


Provisional U.S. Delegation to Foreign Min- 
isters Conference 

Sentenced Rumanian Opposition Leader 
Proclaimed Champion of Democratic 
Ideals. Statement by the Secretary of 
State 

American Political and Strategic Interests in 
the Middle East and Southeastern 
Europe. By Loy W. Henderson . 


The United Nations and 
Specialized Agencies 


U.8. Delegation to Trade and Employment 
Conference . 

Second General Conference of UNEsco, 
MexicoCity. Remarks by the Chairman 
of the U.S. Delegation. . . 


General Assembly To Meet in Batope . ; 


Occupation Matters 


Publication Plans for Captured German 
Documents. Statement by the Sec- 
retary of State 

American Occupation Policies in Japan. 
By Hugh Borton een ‘ 


Treaty Information 


Funds Programmed for China Aid Under 
Terms of Relief Agreement. . 
The Inter-American Treaty of Reciprocal 
Assistance. Article by Ward P. Allen . 
Agreement With China To Implement Edu- 
cational Exchange Act: 
U.S. Educational Foundation in China 
Established . ‘ See gS * 
Text of Agreement 


International Information and 
Cultural Affairs 


Statisticians of Panama and Comey Visit 
Census Bureau . > ee , yr, 


The Foreign Service 

Reorientation Seminars for Returned For- 
eign Service Personnel . oe 

The Department 


Loyalty Review Board of Civil Service 
Commission Will Hear Dismissal Case 
Appeals. Statement by the ree: 

Appointment of Officers. . . é 


Publications 


Bulletin Supplement on Greek Problem. . 
Department of State. . . . 


Ward P. Allen, author of the article on the Inter-American Treaty 
of Reciprocal Assistance, is a Specialist in the Division of Interna- 
tional Organization Affairs, Office of Special Political Affairs, Depart- 
ment of State. Mr. Allen served as Technical Secretary on the U.S. 
Delegation to the Inter-American Conference for the Maintenance of 
Continental Peace and Security, which met at Petropolis, Brazil, from 
August 15 to September 2, 1947. 
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